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As Americans joined together during 2002 
to rebuild from tragedy and conquer 
terrorism in the aftermath of September 11, 
2001, the Nation’s economy and our 
confidence in its financial institutions faced 
new tests. With the collapse of noted 
corporate giants and the caution of 
investors in the wake of these scandals, 
unemployment rose to 6 percent by 
December 2002. Heading into the New 
Year, however, there is cause for optimism. 
inilation is low, home and auto sales 
remain strong, interest rates are at the 
lowest levels in decades, and we have had 
four straight quarters of positive economic 
growth. The productivity gains that have 
continued through our economic slowdown 
confirm that our Nation’s most important resource — 
American workers and the spirit they embody — is 
stronger than ever. 


No event during the past year symbolized the 
indomitable spirit of the American worker more than the 
rescue of nine heroic miners trapped by flooding waters 
in a Pennsylvania coal mine. | am proud of the leading 
role our tireless team from the Department of Labor 
(DOL) played, in partnership with many other 
organizations, in returning the mine workers safely to 
their families. And | salute the courage of the miners 
who so inspired the Nation last summer. 


At this time last year, | challenged all of my colleagues at 
DOL with the observation that “the new century requires 
new partnerships and a different way of thinking.” As our 
FY 2002 Annual Report illustrates, the response to that 
call has been overwhelming. We have reached out to all 
sectors — government, business, academia, labor, and 
non-profit — to improve the lives of today’s workers and 
to plan ahead to meet the challenges they will face in the 
new Century. Under the leadership of the Department's 
Office of the 21st Century Workforce, for example, we 
have brought together economic and social policy 
leaders to examine the issues that will challenge our 
economy and workforce in the coming decades, 
including the impact of productivity improvements, the 
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role of technology, and challenges for female 

entrepreneurs, and to develop solutions to meet these 

challenges. Through the President's Council on the 

21st Century Workforce and its three related 

secretarial committees, we have gathered a distinguished 

cross-section of business, labor, civic, and academic 
leaders to focus on these issues. 


New partnerships have also enriched the 
Department's job training and employment 
services in 2002. Faith-based and 
community organizations, with their 
numerous volunteers, bring new energy and 
individualized assistance to participants 

in our training programs. Employers are 
also partnering with the Department and 
the States in a variety of non-traditional 
arrangements to meet specific skill 

needs or to fill the skills gap created by 
retiring workers. 


To protect the American worker, we are 
significantly increasing the assistance and 
outreach — from expanded Web site 
information to formal partnerships — that DOL offers to 
employers seeking to comply with our labor and 
employment laws. Working with employers who share 
our goals, we can prevent the loss of life, health, or 
economic security before it occurs — something that 
cannot be achieved with only fines and penalties. Our 
willingness to partner with responsible employers and 
labor organizations is matched by our commitment to 
exercise the full measure of the Department's 
enforcement authorities against employers who place 
America’s workers, retirees, or their families at physical 
or financial risk. 


Achieving the Department's Goals 

Together with our partners, we made significant 
progress in FY 2002 toward reaching the Department's 
three strategic goals — A Prepared Workforce, 

A Secure Workforce, and Quality Workplaces. 

Here are a few highlights: 


Despite the economic challenges, the Department's 
employment and training programs achieved a majority 
of their goals. For example, the Job Corps program, 
serving some of the Nation’s most disadvantaged youth, 
successfully placed 90 percent of its graduates into jobs 
with average hourly entry wages of $7.96. This exceeds 
its goal of an 85 percent placement rate in jobs paying an 
average hourly wage of $7.25. 
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The Office of Disability Employment Policy initiated 38 
demonstration programs to test innovative approaches 
for assisting adults and youth with severe disabilities in 
realizing their dreams of fulfilling careers and economic 
self-sufficiency. As the Office shares the most effective 
approaches with partners nationwide, we look forward 
to the day when the employment rate for persons 

with severe disabilities nears the 
employment rate for 

all Americans. 


As news of financial wrong-doing at 
major U.S. corporations unfolded, 
we have moved aggressively to 
protect the retirement security of the 
150 million American workers and 
retirees who participate in pension 
plans. In FY 2002, the Department's 
investigative efforts restored a record 
approximately $690 million in 
assets to pension plans that might 
otherwise have been lost. 


Voluntary, cooperative 
relationships between the 
Department and employers 
convincingly demonstrated their value in improving 
safety and health for the American worker. Worksites 
active in two of the Occupational Safety and Health 
Administration's cooperative programs in FY 2001 had an 
estimated 47 percent decline in Lost Injury and Illness 
rates compared to their baseline rates. This greatly 
exceeds our target of a 15 percent reduction. In view of 
this success, we will expand these programs to many 
more employers and workers in the coming year. 


In FY 2002, DOL continued its record of responsible 
stewardship, as reflected by the sixth consecutive 
“unqualified” or “clean” audit opinion on the 
Department's financial statements. 


Implementing the President's Agenda 

The Department is fully committed to the President's 
vision of a results-driven Government with greater 
accountability to its citizens. We are pleased to report 
that the Department achieved a higher percentage of our 
performance goals in FY 2002 than in the previous year. 
Many challenges, however, remain to fully realize the 
promise of the Government Performance and Results Act. 
We look forward to sharpening our focus on core 
outcomes and increasing our proficiency in performance- 
based management. 
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PRESIDENT GEORGE W. BUSH LOOKS ON AS 
SECRETARY ELAINE L. CHAO ADDRESSES 
ATTENDEES AT THE MARCH, 2002 
CONFERENCE ON WOMEN ENTREPRENEURSHIP performance information to increase 
IN THE 218T CENTURY. 


The performance and financial data presented in this report 
comports with guidance from the Office of Management 
and Budget with respect to completeness and reliability 
because the Department's managers routinely use the 
performance information and financial data summarized in 
this report to improve the quality of DOL services and to 
formally account for the accomplishments of their 
programs. The only exception we 
note is the information on the results 
of the Public Labor Exchange. 
Delays in completing a new system 
prevented the State Workforce 
Agencies from collecting data on the 
numbers of job seekers they assisted 
who remained employed six months 
after securing a job. The results 
achieved for all other FY 2002 goals 
are discussed in this report or will be 
included in a future annual report. 
This report outlines our continuing 
effort to strengthen the quality and 
timeliness of the Department's 


its value to both DOL managers and 

constituents and to address data 
quality issues identified by the Office of Inspector General 
and General Accounting Office. 


Looking to the Future 

In the year ahead, we will take two crucial steps to better 
position the Department to help America’s workers and 
employers face the challenges of the 21st Century. First, we 
will work with the Congress to reauthorize the Workforce 
Investment Act and, through this process, to revitalize our 
job training and employment programs. Our primary 
objective is to more closely link the One-Stop Career 
Centers with employers. We want to equip participants in 
our training programs with real skills so they can succeed 
in the 21st Century labor market. Second, we will 
complete our Strategic Plan for FYs 2003 through 2008, 
and add a new strategic goal: A Competitive Workforce. 
This goal will lay the foundation for new initiatives in every 
DOL program to help ensure that America’s workers and 
employers thrive in the new economy of the 21st Century. 
It will also help us adapt our practices to support promising 
workplace innovations, and to ensure that all Americans 
have the opportunity to achieve rewarding careers and 
enjoy a financially secure retirement. 


Sox thas 


Elaine L. Chao 
Secretary of Labor 
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Partnership for Life 


“Our gratitude goes to the team at MSHA and the other rescue workers - Federal and State 
employees who worked together seamlessly to save lives... We are grateful for your courage, 
perseverance and heart!” 

Elaine L. Chao, Secretary of Labor 


6) Wednesday July 24, 2002, as the 3 to 11 p.m. shift at the Quecreek #1 Mine neared completion, a massive in-rush 
of millions of gallons of water suddenly overwhelmed and trapped a nine-man crew mining in one section of this Somerset 
County, PA mine. The crew had inadvertently broken through a barrier separating the active mining area where they were 
working from an adjacent abandoned mine filled with water. 


When the water gushed into the mine, the trapped miners warned a second crew working the shift to evacuate the mine. 
The trapped men moved to higher ground to escape the 50-60 degree water that had rushed into the mine. Wet and cold, 
the men managed to find a small space away from the flood and tried to create a barrier between them and the water. Here 
they waited for 77 hours, supporting one another in their struggle to survive. 
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Nine for Nine 


“The best of America was also represented in the technology and know-how of our mine safety 

folks — those who, on a moment's notice, used their skill to devise a way to save life. Took a look at 
the situation, reacted to the environment, predicted what might happen miles below the earth, and 
responded. And then rallied others. They set up a plan and a strategy.... our folks are world-renown 

for mine rescue, and the nation saw why — and there are nine lives here to testify that we’re some 


of the best at rescuing our fellow citizens.” 
President George W. Bush 
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he rescuers took on obstacles that appeared insurmountable: pumping out 50 million gallons of water from a flooded 
mine shaft, drilling a 240 foot escape shaft through ground that included 150 feet of rock, and assessing numerous 
scenarios and providing for contingencies, such as rescue officials adding U.S. Navy personnel with their nine hyperbaric 
decompression chambers to the rescue effort. Time could not be wasted in deliberations. The rescue had to be done 
quickly in the face of a ticking clock with nine lives hanging in the balance. 


Twelve hours after the rushing water had blocked their exit, a six-inch pipe broke through, carrying warm air and the hope of 
rescue to the trapped miners. Late Saturday evening, at 10:16 p.m., the drill bit boring the shaft for the escape capsule that 
would carry the nine miners to the surface finally broke through. The first miner emerged from the rescue capsule at 1:00 
a.m. and on Sunday, July 28th at 2:45 a.m., the ninth miner reached the surface — all, remarkably, were alive and safe. 
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Mission 


The Department of Labor fosters and promotes the welfare of 
the job seekers, wage earners, and retirees of the United 
States by improving their working conditions, advancing their 
opportunities for profitable employment, protecting their 
retirement and health care benefits, helping employers find 
workers, strengthening free collective bargaining, and 
tracking changes in employment, prices, and other national 
economic measurements. In carrying out this mission, the 
Department administers a variety of Federal labor laws 
including those that guarantee workers' rights to safe and 
healthful working conditions, a minimum hourly wage and 
overtime pay, freedom from employment discrimination, 
unemployment insurance, and other income support. 


Vision 


We will promote the economic well-being of workers and 
their families; help them share in the American dream 
through rising wages, pensions, health benefits and expanded 
economic opportunities; and foster safe and healthful 
workplaces that are free from discrimination. 
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Organization 


The Department of Labor is organized into major component 
agencies, each headed by an Assistant Secretary or 
Commissioner who administers the various statutes and 
programs for which the Department is responsible. These 
programs are carried out through a network of regional 
offices and smaller field, district, and area offices, as well as, 
in some cases, through local-level grantees and contractors. 
The largest program agencies are Employment and Training 
Administration (ETA), Pension and Welfare Benefits 
Administration (PWBA), Pension Benefit Guaranty 
Corporation (PBGC), Employment Standards Administration 
(ESA), Occupational Safety and Health Administration 
(OSHA), Mine Safety and Health Administration (MSHA); and 
Bureau of Labor Statistics (BLS). The entire DOL organization 
chart may be viewed at Appendix 1. 


Introduction 


This report, prepared in accordance with the Reports 
Consolidation Act of 2000, presents the results of the 
Department of Labor's (DOL) program and financial 
performance for FY 2002. The report features the 
benefits accruing from the Department's “New 
Partnerships for a New Century,” as DOL enlists the 
support of an ever widening network of partners who 
share our commitment to bettering the lives of America’s 
workers. From Jabor and business partners who have 
cut job related deaths, injuries, and illnesses to half the 
industry rates at more than 800 Voluntary Protection 
Program worksites — to States, local government 
agencies, and faith-based and community 
organizations that have assisted job seekers to secure 
new employment and increase their earnings in a tight 
economy — the Department's partners have 

multiplied the positive impact of DOL's efforts many 
times over. Most recently and dramatically, the 
Commonwealth of Pennsylvania’s Bureau of Deep Mine 
Safety, the U.S. Navy, mining industry officials and 
workers, and the Department formed a partnership for 
life — and worked together seamlessly to rescue nine 
miners trapped deep in a Pennsylvania coal mine. 


These examples illustrate a small sample of the variety 
and range of the Department's partnerships — from 
formal grants to government agencies and newer, not-for- 
profit organizations, to regulatory compliance assistance 
agreements with the private sector, to ad hoc rescue 
collaborations — and underscore the results DOL and 
our partners achieve together on behalf of the 

Nation’s workers. 


The FY 2002 Annual Report is divided into four 
major sections. 


The Annual Performance Report reflects both the progress 
realized and the setbacks encountered in achieving the 
Department's three strategic goals - A Prepared 
Workforce, A Secure Workforce, and Quality 
Workplaces. Through statistics, analysis, and the stories 
of individuals, the Annual Performance Report illustrates 
the contributions of DOL programs, in collaboration with 
our many partners, assisting the Nation’s workers and 
their families to achieve their aspirations in the 
challenging environment of the 21st Century workforce. 
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The Financial Performance Report demonstrates our 
commitment to effective stewardship over the funds DOL 
receives to carry out the mission of the Department, 
including compliance with relevant financia! 
management legislation. 


The Auditor's Report and Principal Financial 
Statements and Notes are provided in their entirety. 
The Auditor’s Report is an independent opinion on 
the Financial Statements prepared by the Office of 
Inspector General. 


The Management and Performance Challenges section of 
this report summarizes the top 10 management issues 
identified by the Department's Inspector General and the 
Department's progress and plans to meet these 
challenges. Both the Annual Performance Report and the 
Financial Performance Report discuss in detail the 
challenges the Depe tment is encountering as it seeks 
further improvement in the delivery of key services to the 
Department's customers. 


A summary of each of the four sections follows: 


|. The Annual Performance Report 


FY 2002 marks the fourth year that the Department of 
Labor has reported program results against the goals in its 
Annual Performance Plan. In addition to the 
Department’s Annual Performance Plan, each DOL 
agency developed its own Annual Performance Plan. 
Over 200 performance goals included in these plans 
have provided a basis for targeting and measuring the 
accomplishments of DOL programs. Those goals that are 
key to the accomplishment of DOL's objectives were 
selected from these agency plans and included in the FY 
2002 Departmental Peformance Plan, providing a asis 
for assessing the Department's effectiveness in providing 
core services to our constituents. 


The FY 2002 Annual Report includes descriptions of the 
Department's strategic goals, the ensuing outcome goals, 
and a presentation of program results for two 
measurement years, Fiscal Year 2002 and Program Year 
2001. The Department’s Employment and Training 
Administration includes some programs that are forward- 
funded and follow a program year that begins nine 
months after the fiscal year for which program funding 
was received. These goals were included in the FY 2001 
Annual Performance Plan and addressed programs 
funded in the FY 2001, budget for a program year 
beginning July 1, 2001 and ending June 30, 2002. 
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The Appendices provide additional details and 
explanatory materials supporting the program results. 
Of particular note is Appendix 2, which lists the 
performance goals included in this report and identities 
the time period of measurement and a summary 
assessment of the results reported for each goal. 


Program Performance Overview 

Of the 42 performance goals presented in the FY 2002 
Annual Performance Report, the Department exceeded or 
fully achieved 55 percent of its goals, substantially 
achieved 19 percent, and did not achieve 26 percent. 
Performance improved somewhat over FY 2001, when 
the Department fully or substantially achieved a 
combined total of 67 percent of its goals, as compared to 
74 percent for FY 2002. The assessment category of 
substantially achieved recognizes results that were close 
to achieving the target (i.>., attained 80 percent or more 
of the target). 


The weak economy again influenced the results reported 
for some programs. For example, the number of initial 
claims for Unemployment Insurance benefits increased 
by 14 percent in FY 2002, extending the time required 
for States to issue first payments to the claimants, a key 
performance indicator for the program. New measures, 
targeting different dimensions of a program’s outcomes 
or significant increases in targeted performance levels, 
proved overly challenging for the first year in several 
instances, most notably in the workers’ compensation 
and mine safety and health programs. 


Delays in the implementation of new systems to improve 
the quality of key performance data also affected the 
reporting of the Department's results for FY 2002. In 
particular, due to delays in completing the Labor 
Exchange Performance Measurement System, data 
assessing the tenure of job applicants placed by the 
Employment Service will not be reported for FY 2002, 

as planned, and the results available for veterans 

seeking jobs will only be available for the first three 
quarters of FY 2002. 


~ome of the improvements in the Department's 
performance for FY 2002 can be attributed to several 
initiatives introduced under the leadership of DOL's 
Management Review Board, chaired by the Assistant 
Secretary for Administration and Management. These 
initiatives continue to advance progress toward the 
Department's ultimate objective of achieving a 
performance-based organization — one that manages 

its programs by effectively using performance information 
to achieve planned results. 


we The Management 'eview Board oversees the 
Department's efforts to advance the President's 
Management Agenda and guides DOL’s performance 
initiatives. Among the President's Management 
Agenda initiatives, the integration of performance and 
budget is a critical step on the path to a performance- 
based organization. In FY 2004, DOL will present its 
requests for resources for each program in a 
performance budget format that, for the first time, 
links funding to results. With this bottom-line focus, 
the Department's budget is now presented in a 
performance context where key goals that measure 
program outcomes are the basic building blocks for 
defining strategies and requesting the resources 
needed to achieve these outcomes. 


@ In addition to integrating performance and budget, the 
Department's Management Review Board is also 
committed to ensuring the full implementation at 
DOL of all areas of government-wide reforms targeted 
by the President’s Management Agenda. in its latest 
scorecard assessing the progress of DOL in 
implementing the President's Management Agenda, 
OMB scored DOL highest among all Cabinet 
agencies. Additional information on the President's 
Management Agenda and DOL’ progress follows the 
Executive Summz<ry. 
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w A new organization, the Center for Program Planning 
and Results in the Office of the Assistant Secretary for 
Administration and Management, has been assigned a 
leadership role in shaping DOL’s performance-based 
management iniiiatives. The new Center provides 
direction and assistance to DOL agencies in 
Casting program strategies, developing metrics tor 
measuring results, formulating data collection 
strategies and systems, and analyzing and reporting 
program results. 


@ Recognizing the fundamental role of program 
evaluation in examining performance shortfalls, 
determining ihe impact of key strategies, and 
enhancing results, DOL established a centralized fund 
during FY 2002 for performing evaluations under the 
oversight of the Center for Program Planning and 
Res''lts. The 12 evaluations initiated from the first 
year’s resources target major programs with a limited 
history of evaluations and a need to address key 
issues. The Department will complete these 
evaluations during FY 2003 and include the results in 
next year’s Annual Report. 


s In addition to providing an institutional focus for 
performance accountability at the Departmental level, 
DOL began in FY 2002 to hold all executives and 
managers personally accountable for the results of 
their programs through the performance agreements 
used to evaluate their individual performance. 


PHOTO: SHAWN MOORE 


Annual Report Fiscal Year 2002 


The Department recognizes that transitioning to a fully 
performance-based organization depends on the 
availability of reliable and timely information concerning 
the results of DOL's programs. The challenges to 
performance measurement vary significantly among 
DOU programs, with the data sources and the agencies’ 
level of control over the reporting systems representing 
the primary factors influencing the reliability and 
usefulness of the Department's performance information. 
During FY 2002, the Department achieved further 
progress in working with third parties that provide critical 
performance information about DOL's programs. In 
particular, the Employment and Training Administration 
pilot tested a verification and validation system to assist 
its State partners and other grantees to improve the 


effectiveness of data-driven management decisions and A new strategic plan covering FYs 2003-2008 is currently 
to ensure the accuracy of performance data under development. The plan retains the three current 
the States report to the Department. The Department strategic goals and will add a fourth strategic goal, A 
expects to implement the system during FY 2003, Competitive Workforce. The fourth goal expresses the 
enhancing the reliability of the employment and training Secretary's vision that America’s workers and employers 
related information included in next year’s report. Other with leadership and support from the Department, be : 
DOL agencies, such as the Occupational Safety and positioned to maximize the opportunities afforded by the 
Health Administration, are focusing on identifying new dynamic changes forecast as the 21st century unfolds. 
data sources or collection methods to obtain 
performance data in a more timely manner to improve Performance Highlights by Strategic Goal ' 
their managers’ ability to effect changes when needed. Strategic Goal 1, A he Workforce, includes 13 
performance goals. The Department fully achieved ten 

DOL Strategic, Outcome, and Performance Goals (77 percent) of the 13 goals, substantially achieved one 
DOU's functions are organized around three strategic (8 percent), and did not meet the remaining two 
goals that have provided the focus for the Department's (15 percent) goals. The 85 percent of goals fully and 
strategic planning and a framework for the annual substantially achieved places performance for FY 2002 at 
perform nce plans. These goals build on our successes approximately the same level as FY 2001, when 86.6 
and respond to the challenge of helping every American percent of the goals in this area were fully or 
participate and prosper in today’s economy. Through substantially achieved. 
these strategic goals and their supporting outcome 
goals, DOL staff and the American public can see a Given the state of the ec during FY 

onomy during FY 2002, the 
direct link between the Department's purpose and its _ results for this strategic goal were expected to parallel 
activities. The three — strategic goals are depicted in closely last year’s performance. Of particular note, the 
the table to the right: Department achieved seven of the eight performance 


indicators under this strategic goal that directly measure 
improvement in employment, retention, and earnings. 
These data reflect positively on both the Department's 
overall effectiveness in assisting workers during an 
economic downturn and on its performance in the 
second year of the Workforce Investment Act. 


| The 34 performance goals under the three strategic goals do not include the departmental management goals DOL fully achieved three. substantially achieved four 
and did not meet one of its eight management goals 


rm 
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Strategic Goal 2, A Secure Workforce, includes eleven 
performance goals. DOL fully achieved four (36 
percent), substantially achieved two (18 percent), and did 
not meet five (46 percent) of these goals. With 54 
percent of the goals fully and substantially achieved, FY 
2002 performance ranks at about the same level as last 
year, when 53.4 percent of the goals in this area were 
fully or substantially achieved. 


Historically, performance under this strategic goal has 
presented the most significant challenge for the 
Department, and DOL continues to focus on 
strengthening our results in this area. Progress was 
achieved in gaining compliance with labor standards 
governing wages and work hours in selected low-wage 
industries, as results for this goal improved for the first 
time from unmet to substantially achieved. 


The economy adversely affected the accomplishment of 
the Department's goals that promote the security of the 
Nation’s workers through benefit payments and worker 
protection statutes. For example, an influx of new 
claims delayed the timely payment of Unemployment 


Insurance claims and the processing of pension 
benefit determinations. 


Initiatives currently in process to improve the quality of 
the goals and measures for a Secure Workforce should 
yield further improvements during FY 2003. 


Strategic Goal 3, Quality Workplaces, includes ten 
performance goals. The Department fully achieved six 
(60 percent), substantially achieved one (10 percent), and 
did not meet the remaining three (30 percent) goals. The 
70 percent of goals fully and substantially achieved 
represents an improvement in performance as compared 
with FY 2001, when 54.5 percent of the goals comprising 
this strategic objective were fully achieved and no 
additional goals were substantially achieved. 


Performance varied significantly between FY 2002 and 
the prior year in the achievement of outcomes that lead 
to the strategic goal of Quality Workplaces. The 
Department realized noteworthy improvements in its 
programs to foster equal opportunity workplaces and 
reduce the exploitation of child labor and address core 
international labor standards issues, but declined in the 
accomplishment of goals to reduce workplace injuries, 
illnesses, and fatalities. The Department fully or 
substantially achieved only 50 percent of the 
performance goals targeting occupational safety and 
health in FY 2002, as compared to an 83 percent rate of 
achievement in FY 2001. The Department has 
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challenged its employees and stakeholders to achieve 
dramatic improvements in workplace safety and health 
conditions, especially in the Nation’s mines. While DOL 
did not achieve some of the ambitious new FY 2002 
goals, such as reducing fatalities in the mining industry 
by 15 percent annually below the baseline, the 
challenges are nonetheless raising performance. For 
example, the mining industry recorded the lowest 
number of fatalities in its history in FY 2001 and equaled 
that performance in FY 2002. 


FY 2002 Strategic Goal Results 


A PREPARED WORKFORCE 


A SecurRE WORKFORCE 


QUALITY WORKPLACES 
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Program Costs - DOL PROGRAM 
The costs for achieving the Department's goals vary . . 
significantly as illustrated in the graph and table 
presented on this page. The graph allocates costs by the 
three strategic goals, depicting that 87.7 percent of the 
Department's total FY 2002 net operating costs of 

$65 billion supported the accomplishment of a Secure 
Workforce. The majority of those funds provide benefits 
to unemployed workers or workers disabled as a result of 
work-related injuries or illnesses. Of the Department's 
FY 2002 costs, 10.7 percent contributed to the goal of a 
Prepared Workforce, providing grants to States and other 
organizations to offer job training and a host of 
employment-related services to assist workers to improve 
their skills and obtain productive, long-term employment. 
Only 1.6 percent of the FY 2002 expenditures 
contributed to the goal of Quality Workplaces, and the 
majority of those costs fund the salaries of Federal 
employees dedicated to improving safety and health in 
the Nation's workplaces. 


FY 2002 Net Costs ($8) 
BY STRATEGIC GOAL 


$1.08 
(1.6%) 


ee 
(10.6%) 


6387.08 
(87.7%) 
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The DOL goal structure hierarchy includes 9 outcome 
goals that further refine the objectives of the 
Department's three strategic goals. The following chart 
relates DOL FY 2002 program costs to each of the 

9 major performance oriented segments of the 
Department's mission. An analysis of program cost 
trends covering the last three fiscal years 

(FY 1999-2002) is included as part of each Outcome 
Goal description within the Performance Report TOTALS 
following the Executive Summary. ’ 


2 Net cost data is presented Net Cost reflects the full cost of each program as assigned by DOL entities to the Department's Qutcome Goals Jess any exchange 

revenue earned. Pull cost consists of (a) both direct and indirect costs, and (b) the costs of identifiable supporting services provided by other segments within the 
reporting entity and by other reporting entities 

5 The number of Outcome Goals changed from ten to nine in FY 2002. Accordingly, net costs by outcome goal for FY 1999, FY 2000, and FY 2001 as reflected in 
the financia] statements for these years, have been realigned to provide consistency in the placement of costs for this analysis. 
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Reporting Performance Results 

In this report, performance data and supporting 
information are presented by strategic goal, following the 
sequence in the Department's FY 2002 Annual 
Performance Plan. Each DOL Strategic Goal serves as a 
category for presenting performance results. Under each 
Strategic Goal, outcome goals that segment the larger 
objective of the Strategic Goal into more specific 
objectives are discussed. This information provides a 
non-technical orientation on how DOL serves the public 
in each maior area of the overall DOL mission, and 
serves as an introduction to the detailed performance 
information that follows. 


Following each outcome goal, separate reports of 


results for individual performance goals provide the 
following information: 


@ A report and analysis of performance results against 
the goal. 

@ A description of the program being evaluated. 

© Highligh of key sate employed ward 
achieving the goal. 

. aa 

and performance measures in the 

Department’ FY 2003 or 2004 Annual Performance 
Plans, based on performance results. 

@ Summary comments on any evaluations relevant to 
the performance goal that were conducted during 
the year. 


Appendices 

The following appendices provide supporting 
information for the performance results presented in 
the body of the report. 


Appendix 1 presents the organizational chart for 
the Department. 


Appendix 2 lists each performance goal and identifies 
whether or not the goal has been achieved. This section 
includes performance goals that were eliminated or 
revised subsequent to the release of the FY 2002 Annual 
Performance Plan. The Appendix also lists the 
measurement period for the performance data addressed 
in the performance goals. 


Appendix 3 includes a listing of significant evaluations 
of DOL programs conducted by the General Accounting 
Office (GAO), OIG, and other organizations during 

FY 2002. 


Appendix 4 contains supporting information for each 
performance goal including the performance indicator, 
source of data, baseline data, and any comments 
pertinent to data collection. 


Appendix 5 is the glossary of acronyms used in 
this document. 


Appendix 6 is a list of Department Internet links. 


ll. The Financial Performance Report 


Sound financial management provides the foundation of 
the President's Management Agenda to attain fundamental 
changes in the effectiveness and efficiency of 
In keeping with the President's goals, the Department of 
Labor continued its outstanding in financial 
management during FY 2002. All financial systems at the 
maintained substantial compliance with the 
Federal Financial Management Improvement Act of 1996 
(FFMIA), assuring that the systems support full disclosure 
of the costs of the Department's programs and activities. 
In addition, the Department continued to comply with the 
Federal Managers’ Financial Integrity Act (FMFIA), 


ae en eee 
internal controls were sufficient to safeguard the 
resources entrusted to the No material 


weaknesses were found in the audit of the Department's 
financial statements. However, in their report on 
compliance with FFMIA, the Office of Inspector General 
concluded that DOL substantially complied with the 
requirements of the Act except for compliance with the 
Managerial Cost Accounting Standard. 


lll. Audit Report and 
Principal Financial Statements 


For the sixth consecutive year, the Department's Office 
of Inspector General issued an unqualified, or "clean," 
audit opinion on DOL's annual financial statements. 
This independent assessment provides assurance that 
the money managed by the Department is accounted 
for properly. 
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The principal financial statements in this report 
summarize DOU's financial position, net cost of 
operations and changes in net position; provide 
information on budgetary resources and financing; and 
present the sources and disposition of custodial revenues 
for fiscal years 2002 and 2001. Highlights of the financial 
information presented in the principal statements are 
shown below: 


Net Cost of Operations 


The total net cost of DOL operations in FY 2002 was 
$65.0 billion, a 53 percent increase over the prior year. 
The economic downturn during FY 2002 caused a $22.4 
billion increase in unemployment claims, significantly 
increasing DOL operating costs during the year. As seen 
in the chart below, income maintenance - 
unemployment checks — paid to individuals who are laid 
off or out of work and seeking employment comprise the 
major portion of DOL costs. Income maintenance also 
includes payments to individuals who qualify for 
disability payments due to injury or illness suffered on 
the job. Employment and Training programs comprise 
the second largest cost. These are designed to 
help individuals deal with the loss of a job, research new 
opportunities, find training to acquire different skills, start 
a new job or make long-term career plans. 


Net Cost of Services Provivend ($B) 
FY 2002 vs. FY 2001 
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Figure |. THE TOTAL NET COST OF DOL OPERATIONS WAS 
S66. 2 BILLION AND $42.5 BILLION IN FY 2002 AND FY 
20uU1, RESPecTiveLy. 
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Financing 


DOUL's operations are funded primarily by Unemployment 
Program employer taxes, appropriations received, and 
investment interest earned from various trust funds. 


$40.0 


EE 


FY 2001 FY 2002 


FiguRE 2. IN ADDITION TO EMPLOVER TAXES, APPROPRIATIONS, 
ANO INTEREST, OTHER SOURCES OF FINANCING 

ACCOUNT FOR APPROXIMATELY ONE-HALF PERCENT OF EACH 
YEAR'S FUNDING. 


Financial Position 


Over 99 percent of DOL's total investments are 
Unemployment Trust Fund investments. DOL total assets 
decreased from $106.7 billion at the end of FY 2001 to 
$85.6 billion in FY 2002 - primarily due to the use of 
Trust Fund assets for unemployment claims. Eighty 
percent of DOL assets are invested in U. S$. Government 
securities, to 84 percent in FY 2001. 
Liabilities totaled $14.3 billion and $13.4 billion at the 
end of FY 2002 and FY 2001, respectively, leaving a 
difference, or net position, of $71.3 billion and $93.4 
billion at the end of each year. 


Limitations on the Principal Financial Statements 


As required by the Government Management Reform Act 
of 1994 (31 U.S.C, 3515(b), the principal financial 
statements report the financial position and results of 
operations of DOL. While the statements have been 
prepared from the books and records of DOL in 
accordance with formats prescribed by the Office of 
Management and Budget (OMB), the statements differ 
from the financial reports used to monitor and control 
budgetary resources, which are prepared from the same 
books and records. The statements should be read with 
the realization that they are for a component of the U.S. 
Government, a sovereign entity, and that liabilities 
reported in the financial statements cannot be liquidated 
without legislation providing resources to do so. 


IV. The Management 
and Performance Challenges 


The Office of Inspector General (OIG) has identified 

the following areas to present the most serious 
management and performance challenges facing 

the Department of Labor: 

we Grant Accountability, Performance, and Effectiveness 
e WIA Program Implementation 

@ Financial Performance 


Accountability: Budget and Performance Integration 


@ Security of Pension Assets 


@ Protection of Worker Benefit Funds 

@ Information Technology and Electronic Government 
@ Integrity of Foreign Labor Certification Programs 

@ Human Capital Management 

@ Effectiveness of Mine Safety and Health Programs 
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The Department has achieved significant progress during 
the past year in overcoming the top management 
challenges identified by the Inspector General in January 
2002, and the President’s Management Agenda 
Scorecard and the Inspector General’s January 2003 
statement on the top management issues offer clear 
recognition of DOL's accomplishments. By the end of FY 
2002, the Department's status ratings had improved to 
Yellow for four of the five items on the President's 
Management Agenda Scorecard, and progress for the 
same items was rated as Green, placing the Department 
as the highest-rated Cabinet department. The Inspector 
General’s January 2003 statement removed one of the 
prior year’s challenges and indicated substantial progress 
for others. 


The Department anticipates that the results of initiatives 


ap on entonny tobe Giineige Malia 
resolve all of the mine safety concems. The | 


pre Pan mages during FY 2003 of 
enable States to validate the quality 
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Where a sustained effort is required by DOL over several 
years to address a management issue that impacts a core 
program or management priority, performance goals and 
strategies are targeted in the Department's Annual 
Performance Plan. For example, the Department's Plan 
incorporates goals to address the human capital 
management issues faced by DOL as well as to improve 
the results of the job training programs identified in the 
Inspector General’s statement. 


Several issues require legislative action or otherwise fall 
outside of the Department's jurisdiction, as explained in 
management's response. To improve the clarity of 
the Department requests that the Inspector 
i segregate such items in future years’ statements of 
yement issues, directing the recommendations to 
in a position to complete the required actions. 


The President’s Management Agenda 

The Department continues to heed the call of 

President George W. Bush that “Government should 

be results-oriented — guided not by process but guided 
by performance.” 


OMB issued its FY 2001 baseline scores measuring the 
implementation of the President’s Management Agenda 
with the release of the President’s FY 2003 budget. 
DOL received Yellow baseline ratings on Strategic 
Management of Human Capital and E-Government - 
and Red baseline scores for Competitive Sourcing, 
Financial Management, and Budget/Performance 
Integration. Even with three Red scores, DOL's scores 
led all Cabinet agencies. 


On a quarterly basis, OMB has continued to rate the 
government’s progress in implementing the President's 
Management Agenda — and DOL continues to lead the 
way. As of the fiscal year-end on September 30, 2002, 
DOL received a Yellow baseline rating for Human 
Capital with a Green progress score. For Competitive 
Sourcing, DOL received a Red baseline score with a 
Yellow progress rating. For Financial Management, DOL 
received a Yellow status score with a Green rating for 
Progress — the exact same scores for both E-Government 
and Budget and Performance Integration. 


The Department’s ongoing implementation of the 
President's Management Agenda is being accomplished 
through several DOL-wide initiatives. Some recent 


highlights include: 

@ Improved 2002 Fair Act Inventory: DOL exceeded its 
FY 2002 competitive sourcing goal; 

@ Establishment of Program Planning and Results 
Center: DOL established this new Center to better 
focus its agencies on program performance and 
strategic planning; 

@ DOL President's Management Agenda (PMA) 
Scorecard: Consistent with OMB’s quarterly 
scorecard, DOL established agency-level scorecards 
to track implementation of the five government-wide 
PMA components; 

w FY 2004 Integrated Performance Budget: On 
September 9, 2002, DOL submitted its first-ever 
integrated budget highlighting required resources and 
performance goals that our agencies intend to meet; 

@ 2002 President's Quality Award: DOL was recognized 
for Strategic Management of Human Capital — one of 
only seven organizations recognized for the Award; 

@ MBA Outreach Program: Secretary Chao launched this 
initiative to recruit employees with the key 
management skills needed in the increasingly 
challenging world of public administration; 

@ Performance institute and Government -«°cutive 
Magazine Awards: DOL received these awards in 
recognition of its Electronic Government efforts; 

@ Certificate of Excellence in Accountability Reporting 
(CEAR): The Association of Government Accountants 
recognized DOL for superior financial and 


accountability reporting for last year’s Annual Report. a 


- 
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SECRETARY ELAINE L. CHAO INTERACTS WITH VANESSA, A PARTICIPANT IN A CHICAGO GEM-SET (GiRLS ELECTRONIC 
MENTORING IN Scle NCE. ENGINEERING. AND TECHNOLOGY) EVENT IN MARCH 2002. THROUGH THE GEM-SET 
PROGRAM, SOO YQUNG WOMEN AND GIRLS HAVE GAINED INFORMATION AND VALUABLE FIRST-HAND CAREER GUIDANCE 
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Strategic Goal 1 


A Prepared Worktorce 
Enhance Opportunities tor America’s Worktorce 
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and providing long-term jobs tor individuals so they may reach their tull economic potential. 
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MANY ONE-STOP CENTERS INVITE EMPLOYERS TO ATTEND JOB FAIRS AND TO INTERVIEW JOB APPLICANTS. JOB 


FAIRS OFFER JOB APPLICANTS AN OPPORTUNITY TO MEET EMPLOYERS, LEARN ABOUT COMPANIES, AND EXPLORE 


JOS OPPORTUNITIES. 


Outcome Goal 1.1 
Increase Employment Earnings and Assistance 


COVerVIEN 
\menean workers must have quick and easy access toa broad array of high quality and highly effective worktorce 
development senices to continue to enjoy increased employment and earnings in the global economy of the 2 Est Century, 
(ne Stop Career Centers provide the tocal poimt tor meeting the challenges ot a global economy. Through the One-Stop 
Centers communities can burld the local partnerships and organize the worktorce development services that enable adults 
moauiire the skills needed tor jobs and career changes that lead to high wages and tor businesses to meet ther ongoing 


f rryitmoent md buman serqees needs 


lec bnolow bas dramatically increased the Departments ability to otter ser ices and products to customers ina broad range 
formats and atalmost any time. National, State, and local automated worktorce delivery systems that support job 
atohing labor market intormation, resource directories, and occupational and career information are online to enable 
rect Customer access or to assist stale in providing services. and are avatlable anywhere that personal computers can be 
round: suchas customers homes. businesses. and public libraries. To provide tor the special needs of persons with 


| 


bilities the One-Stop Centers have improved access to then laciities and services. 


Servine the Publ 
e biployment and Traming Administration ETA: and the Veterans) Employment and Traming Sernice VETS with support 
the Womens Bureau. the Center tor Faith-Based and Community Initiatives and the Otree of Disability Employment 


Polo\ operate a number ot programs that provide the information and skit building opportunities that lead to mereased 


Velalt aod Dislocated Worker programs authorzed under the Worktoree Tnvestoaent Act VATA provide the waorktore 
+| ‘ 
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referral and placement; recruitment and screening services for employers; and labor market and career information. 
Electronic information is available to bring together job seekers and employers nationwide through the CareerOneStop 
portal, which integrates America’s Job Bank, America’s Career Information Network, America’s Service Locator, and a wide 
variety of labor market and workforce development tools. 


ETA’s Office of Apprenticeship Training, Employer and Labor Services works to increase the number of apprenticeship 
occupations, providing opportunities for satisfying and rewarding careers in highly paid, skilled occupations. 


VETS programs target veterans requiring special assistance, such as service-connected disabled veterans, and homeless, 
minority, or older veterans, as well as younger veterans recently separated from active service. 


The Women’s Bureau seeks to ensure that issues current to women are identified and supported in Departmental programs. 


The Center for Faith-Based and Community Initiatives is designed to help assure that the Workforce Investment Act system 
builds new partnerships with small community and faith-based organizations. These institutions are known and trusted 
entities in poor and disadvantaged communities and are critical to achieving the WIA system goal of univers :| access to 
employment services. 


The Office of Disability Employment Policy works to ensure that individuals with disabilities have full and complete access 
to all of the services delivered through the One-Stop system. 


Program Costs 
FY 2002 program costs of $3.6 billion for Outcome Goal 1.1 support ETA’s adult training programs and employment services, 
in addition to the employment services and training provided for veterans by the Veterans’ Employment and Training Service. 
These costs are up from $3.2 billion in FY 2001, primarily due to increased services prompted by the declining economy. 


NET Costs ($) 
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1999 2000 2001 2002 


FISCAL YEAR 


DOL Challenges for the Future 
A key Secretarial area of emphasis is re-orienting and improving the effectiveness of the Department's job training programs 
to meet the needs of the 21st Century workforce. The Department will increase collaboration within the One-Stop 
framework, leveraging the full array of services available from all partners, to enable all workers to secure employment with 
the opportunity for increased earnings and career advancement. To more effectively meet the needs of workers, the 
Department is focusing increasingly on engaging the business community as both customer and partner to ensure strong 
economic growth and good jobs with good wages for our citizens. The Department will seek to ensure that the workforce 
investment system is demand-driven to meet business needs for the right workers with the right skills at the right time. 


The Department and its partners also will take advantage of available technology and address infrastructure and capacity 
needs, and seek new ways to break down the barriers to integrated One-Stop service delivery. The Department has 
increased its emphasis on performance accountability for all programs and services. The collective goal is to provide high 
quality services and information that best serve the nation’s job seekers and employers. | 


The economic impact of the September 11th terrorist attacks and the continued fluctuations of the economy have had 
significant impacts on our workers and businesses, and the Department continues to support strategies designed to 
effectively meet the needs of both customer groups to promote strong economic growth for businesses, individuals, and 
families for the coming decade and beyond. 
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Increase Employment and Earnings for Adults 


In Program Year 2001, of those under the 
WIA adult program, 78% will be employed in the third 
quarter after program exit, with increased average 
earings of $3,361. 


Results: The Department achieved its goal. The program 
achieved a six-month retention rate of 78.9 percent and 
an earnings increase of $3,555. 


Program Description: The Workforce Investment Act's 
Adult Program improves the quality of the workforce, 
reduces welfare dependence, and enhances the 
productivity and competitiveness of the Nation's economy. 
The Department allocates adult employment and training 
funds by formula to the States, which further distribute the 
funds to local Workforce Investment Areas. The One-Stop 
Centers in each area deliver adult services that fall into 
three tiers: 


1. Core services, such as resume writing assistance, labor 


market information, and job search strategy 
workshops, are available to all adults; 


2. Intensive services, such as career assessment, are 


targeted primarily to unemployed individuals who are 
not able to find a job without staff assistance; and 


3. Training services for individuals who need to acquire 
new skills in order to find and retain a job. 


During Program Year 2001, the One-Stop Centers 
provided Workforce Investment Act services to 
approximately 388,775 adults, an increase of 56 percent 
from the number served in Program Year 2000. 


Analysis of Results: The Department exceeded the Program 
Year 2001 performance targets, which DOL developed 
through negotiations with the State agencies. The results 
reflect performance reported by 53 States and 
jurisdictions for the fourth quarter of Program Year 2001, 
ending June 30, 2002. 
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The results for Program Year 2001 represent a slight 
improvement in retention from Program Year 2000 when 
78 percent of workers reported employment in the third 
quarter following participation. However, average wage 
gains decreased by $129 from the previous year. In its 
preliminary analysis of Program Year 2001 performance, 
the Department has not determined any major trends 
among State performance that would account for this 
decline in earnings from Program Year 2000. A factor that 
may have contributed to the decline is the mix of WIA 
registrants in Program Year 2000 with many participants 
from its predecessor program who had little or no wages 
before entering the program. With all adults eligible for 
services under the Workforce Investment Act, the Program 
Year 2001 registrants presumably included more 
participants with higher earnings before their entry into 
the program, and increasing average earnings gains 
therefore presented a greater challenge. Early in 2003, the 
Department will have more extensive information on WIA 
registrants that will permit further analysis. Another factor 
that may have contributed to this decline is the softening 
of the labor market with increases in unemployment and 


pressure on wages. 


States and local areas use the Unemployment 

Insurance wage record reporting system as the 
performance reporting data source for employment, 
retention, and earnings measures. The Department 
considers this source reliable, and has undertaken a 

data validation of WIA performance measures in order to 
further assure that the data effectively support the problem 
analysis, management decision-making, and continuous 
improvement elements of State and Federal oversight. 


Strategies: In addition to the issuance of guidance 
addressing issues uncovered in “Readiness Reviews” 
conducted in Program Year 2001, such as eligibility 
determination policies, low participation of eligible 
providers, and inconsistencies with registration for adults, 
the Department works in partnership with States and 
localities to assure that they have specific help in areas 
where it is needed and continuous, up-to-date information 
on what works, as follows: 


@ Beginning late in 2002, the Department has undertaken 
special technical assistance focused upon States and 
localities experiencing difficulties in achieving their 
negotiated performance standards. The Department is 
in the process of identifying State and local needs for 
assistance based upon Program Year 2001 performance. 


@ The Department will begin to develop approaches 
intended to address the workforce needs of persons of 


limited English speaking ability that will focus on first 
assessing and identifying their needs for workforce 
preparation, and then developing techniques to meet 
these needs through training and other interventions 
attuned to their language needs. This will result in 
broader program participation and should contribute to 
increased outcomes. 


@ The Department will continue showcasing the best 
programs. A principal vehicle for doing so will be a 
national “Workforce Innovation” conference which 
showcases projects with technological innovations that 
have improved employment and training services for 
adults and other customers of the Workforce 
Investment System. 


@ The Department will focus its efforts more on the needs 
of business for skilled workers and create a “demand- ° 
based” workforce investment system. The Department 
has a job training initiative aimed toward high-growth 
industries, and a project to develop partnerships that 
will meet business needs and provide good job 
opportunities for workforce system registrants. 


Audits and Program Evaluations: In a September 2002 
report, Workforce Investment Act Performance Outcomes 
Reporting Oversight, the Office of Inspector General raised 
concerns about whether the third party data reported by 
States for WIA performance were accurate and 
supportable. The Department generally agreed with the 
concerns raised by the Office of Inspector General and 
indicated that it believed that the concerns would be 
addressed with the deployment of a data validity and 
verification policy and tools that have been under 


development and are scheduled to be deployed in 2003. 
See Appendix 3 for more information. 


Goal Assessment and Future Plans: The Department 
continues to focus on the core performance measures for 
workforce programs and to emphasize high levels of 
achievement for programs under the Workforce Investment 
Act through negotiations with the States. 


(Goal 1.1B — FY 2001 Annual Performance Plan) 
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Improve Registered Apprenticeship 


Strengthen the registered apprenticeship system to meet 
the training needs of business and workers in the 21st 


Century. In Fiscal Year 2002: 

@ Increase the number of new apprenticeship programs 
over the established baseline by 10%; 

@ Increase the number of new businesses involved in 
apprenticeship over the established baseline by 10%; 

@ Increase the number of new apprentices over the 
established baseline by 10%; and 

@ Increase the number of new programs in new and 
emerging industries — at a minimum, Information 
Technology, Health Care and Social Services - over the 
established baseline by 10%. 


Results: The goal was achieved. The indicators reflect the 
following increases over the baseline: a 75 percent 
increase in new apprenticeship programs; a 99 percent 
increase in new businesses involved in apprenticeship; a 
64 percent increase in new apprentices; and a 23 percent 
increase in programs in new and emerging industries. 


Program Description: Registered apprenticeship combines 
on-the-job training and related classroom instruction to 
enable workers to learn the practical and theoretical 
aspects of a highly skilled occupation. Registered 
apprenticeships are career-training programs based in an 
industry that determines the skills its employees will need 
and trains them to achieve the relevant knowledge. Joint 
employer and labor groups, individual employers, and/or 
employer associations voluntarily sponsor the programs. 
Completion of a registered apprenticeship program 
provides a certification of skills that are recognized 
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throughout the country. Registered apprenticeship 
programs offer access to career opportunities in highly 
paid, relevant, specialized occupations; alleviate skilled 
worker shortages in businesses; and ensure the 
competitiveness of the Nation's workplaces. 


The Department manages the National Registered 
Apprenticeship System, approving training programs and 
registering apprentices in 23 States. DOL delegates the 
management authority through Federal-State partnerships 
with State Apprenticeship Councils/Agencies in 28 States, 
Puerto Rico, and the Virgin Islands. 


Analysis of Results: While the goal targets percentages of 
increase, the numerical increase in the indicators offers a 
better perspective on the significant growth experienced in 
the Apprenticeship program during the fiscal year. End of 
Fiscal Year data reflects the following increases: 2,952 
new programs or a 75 percent increase over the 1,685 
baseline; 5,883 new businesses or a 99 percent increase 
over the 2,953 baseline; 129,388 new apprentices or a 64 
percent increase over the 78,770 baseline; and 326 new 
programs in new and emerging industries or a 23 percent 
increase over the baseline of 266. 


Strategies: Throughout FY 2002, the Department featured 
the apprenticeship model as a viable option to meet 
employers’ needs for an increasingly skilled and 
technically competent workforce, while continuing to 
promote enrollment in apprenticeship training to a variety 
of workers interested in acquiring or upgrading their skills. 
For example: 


@ DOL provided tec!)\a! assistance on initiating 
apprenticeship programs to businesses, industry, and 
labor organizations in collaboration with the National 
Association of State and Territorial Apprenticeship 
Directors and State Apprenticeship Councils (NASTAD). 
Information distributed at the Department's 21st 
Century Workforce Summit also spurred activities, 
including new apprenticeship programs, to solve 
looming challenges, such as structural changes 
affecting the workforce and the economy, labor and 
skill shortages, demographic changes in the workforce, 
and technological innovations in the workplace. 


@ DOL sponsored nationwide forums and conferences, 
such as the Advancing Apprenticeship into the 21st 
Century Forums in partnership with NASTAD, the 
Apprenticeship Marketing Outreach Project, and the 
Department of Transportation/Federal Highway 
Administration Forums. These sessions offered insights 
into the current needs of businesses and workers. 
Equally important, employers participating across 
industries proved receptive to exploring non-traditional 
ways of meeting their needs for skilled workers. The 
Department will apply the insights to developing new 
models and strategies during FY 2003 that will 
strengthen and expand registered apprenticeship in key 
businesses and industries. 


# DOL also targeted over $12 million in Workforce 
Development Investment Project funds to introduce 
apprenticeships into industries such as health care, 
quality childcare, information technology, 
transportation, energy, research and evaluation services, 
and aerospace. For example, Comptia, the Computing 
Technology Industry Association, is utilizing a grant 
from DOL to design, develop and test apprenticeship in 
11 occupations involving 19 companies in the 
information technology field. 


Goal Assessment and Future Plans: During FY 2003, DOL 
will introduce two new indicators that will measure the 
number of apprentices who graduate and the wage gain 
projections of entry and graduating apprentices, to ensure 
a balanced focus on enhancing the program’s benefits to 
both the business community and the apprentices. # 
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Increase Job Seekers’ Entry into Employment 


In Program Year 2001, 76% of job seekers registered by the 
Wagner-Peyser Act funding stream will have unsubsidized 
jobs six months after initial entry into employment (Six 
Month Retention Rate). 


Results: The goal was not measured. The Employment 
Service will not begin collecting retention 
outcome data until Program Year 2002, due to delays in 
implementing the new Labor Exchange Performance 
Measurement System. 


Program Description: Wagner-Peyser funded labor 
exchange services assist os seekers in finding 
employment and employers in finding qualified workers. 
Delivered through the One-Stop systems of the States, the 
public labor exchange provides universal access to core 
employment services (e.g., career guidance, job search 
assistance, job referrals, workforce information, re- 
services, etc.) in three distinct modalities: 


self-service, facilitated self-help, and staff-assisted services. 


The goal of the public labor exchange is to assist job 
seekers with immediate transition to a new, better, or the 
next job. Local Workforce Investment Board policies 
allow for flexible delivery structures, permitting job 
seekers to obtain services onsite at a comprehensive 
career center or affiliated site, or electronically. In 
addition, employer-focused strategies to increase 
outcomes for business are an integral focus 


employment 
of States’ public employment services. 


Analysis of Results: During Program Year 2001, State 
Workforce Agencies worked towards full implementation 
of a comprehensive performance accountability system 
implemented for the Employment Service that included 
new performance measures, revised reporting 
procedures, and the establishment of levels of 
performance. Implementation of the new performance 
measure of employment retention at six months—one of 
the four new labor exchange measures—will provide 
consistency with the Workforce Investment Act 


performance measurement system. 


In Program Year 2001, the Department also implemented 
a pilot with eight States to evaluate prospectively the 
impact of the new labor exchange outcome measures. 
Using wage record data matched with registrant 
information from Program Years 1999 and 2000, pilot data 
point to Statewide retention rates ranging between 65 and 
75 percent for job seekers. 
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Strategies: Retention at six months is a completely new 
performance measure for the Labor Exchange and will 
provide useful management data on the efficacy of One- 
Stop employment services in meeting the needs of 
customers seeking long-term employment. The primary 
methodology to promote retention as an outcome for the 
public labor exchange is to ensure that individuals with 
the right skills and qualifications are referred to employers 
who list jobs. Therefore, strategies for this goal are 
focused on helping business clearly articulate the skills, 
competencies, and hiring criteria for their jobs and 
helping job seekers to identify their skills and 
competencies and to help them take advantage of the 
broader services in the One-Stop setting. 


In PY 2001, ETA sponsored training for a variety of groups 
in the use and application of the Occupational 
Information Network (O*NET) tools, including a new 
version of O*NET OnLine designed to help users provide 
career counseling and accept and fill job orders by better 
describing the tasks, skills and education. As a result of 
the training and outreach activities, public and private 
organizations have integrated O*NET into their career 
counseling and labor market Internet pages. 


As part of ETA’s strategy to improve the quality and use of 
workforce information, the Agency's investment in labor 
market information research and development focuses on 
four interrelated areas: use of standards and data 
collection; a set of State-delivered core products and 
services for customers; pursuit of ongoing research and 
development of new products; and building the capacity 
of the workforce system to deliver workforce information 
through One-Stop systems. In addition, States in PY 2001 
received investments totaling $38 million for workforce 
information core products and services as part of the 
Department's strategy to increase positive employment 
outcomes for both employers and job seekers. To facilitate 
the sharing of States’ workforce information practices and 
the latest workforce information products, DOL, in 
consultation with partners, began development of a web- 
based strategy for publishing and maintaining core 
products information for use by State Workforce Agencies 
nationwide. These efforts support a more effective labor 
exchange process. 


ETA created the Business Relations Group in PY 2001 to 
coordinate a broad-based outreach strategy to educate 
businesses about the value of the public workforce 
system in meeting their human resource needs. A key 
activity has been “Partnerships for Jobs”, the intent of 
which is to broker a more effective connection between 
business and the workforce development system leading 
to strategies to help business meet their short- and 
long-term workforce needs. 


Goal Assessment and Future Plans: The Department, in 
collaboration with the Office of Management and Budget, 
is developing common performance measures for all 
employment and training programs. The purpose of this 
initiative is to develop common performance measures 
that address the goal of getting a job, job retention, and 
improved earnings for par..cipants, and the costs of all 
affected programs. In FY 2003, the Department will begin 
the process of revising definitions of existing measures and 
reporting requirements consistent with existing laws so 
that the common measures may be implemented in 
Program Year 2004. @ 
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Job Listings with the Employment Service 


In Program Year 2001, increase by 10 percent the total 
number of job openings listed with the public employment 
service, including both those listed with State Workforce 
Agencies (SWA's) and those listed directly with America’s Job 
Bank (AJB) via the Internet. 


Results: The goal was not achieved. The combined 
number of job openings listed with State Workforce 
Agencies (7.2 million) and America’s Job Bank 

(4.6 million) decreased by 5.0 percent from Program 
Year 2000. 


Program Description: As part of providing labor exchange, 
recruitment, and other technical services to employers, the 


public employment service publishes job openings. 
Employers can advertise their job openings with State 
Workforce Agencies (SWA’s), job seekers can research 
these opportunities, and staff can screen and refer suitable 
candidates to these jobs at the request of the employer. 


America’s Job Bank (AJB), an Internet-based labor 
exchange system, complements the services provided by 
the public employment services offices in the States. 

Job seekers can search for a job in AJB’s online listing 

of openings and post a resume to an online database 
free of charge. Employers who register to use the service 
can search the resume database for potential candidates 
in addition to being able to post their job openings on 
the site. The site provides both employers and job 
seekers a “scout” feature, offering users the ability to 
save searches based on search criteria they choose, have 
the system automatically run those searches again at 
user-defined intervals, and then e-mail them the search 
results. Most jobs listed with the SWA’s are subsequently 
posted on America’s Job Bank. (Jobs posted on AJB 

from SWA listings are excluded from the AJB count in 
the table below.) 


STATE 

Wormcurce 6,969,887 7,207,701 +3% 

ASENCY 

AJB $3,425,638 4,592,068 -15% 
TOTAL 

Jos 10,233,161 12,395,195 11,799,769 -S% 


*THe PY 2000 NUMBER OF TOTAL JOB OPENINGS LISTED 
REPRESENTS AN INCREASE OF 21% OVER PY 1999. THE DATA 
FOR PY 1999 ANDO PY 2000 HAVE BEEN ADJUSTED SINCE THE 
PUBLICATION OF DOLs FY 2000 ano 2001 ANNUAL REPORTS 
TO REFLECT FINAL DATA. 
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Analysis of Results; Results reported for this measure reflect 
the downturn in the economy throughout Program Year 
2001 and the economic impact of the terrorist attacks on 
employment. The unemployment rate of 4.5 percent at 
the start of Program Year 2001 climbed to 5.8 percent by 
December 2001, inching up to 5.9 percent by the close of 
Program Year 2001. 


Strategies: ETA created the Business Relations Group in 
Program Year 2001 to coordinate an agency wide effort 
to better serve America’s workers by meeting the needs 


JOB LISTING INCREASE 


PY 2001 PY 2001 
Taroar Reeur 


PY 19e9 
Reeucr 


PY 2000 FY 2000 


PY 1999 
Taracr TaraarT Reeur 


of business. The Department initiated a broad based 
outreach strategy to educate businesses about the value of 
the public workforce system in meeting their human 
resource needs, including services available through One- 
Stop systems locally and AJB. For example, the Business 
Relations Group brokers more effective connections 
between large, nation-wide businesses and the 
decentralized public workforce system; develops strategies 
to connect businesses of all sizes with the system through 
work with industry and human resource associations; 
develops strategies to meet the workforce needs of high- 
growth industries; and generally builds the capacity of the 
workforce system to meet the needs of business. 


The redesign of AJB and its integration into the new 
CareerOneStop portal will make the site more intuitive and 
user-friendly. Business focus groups identified many of the 
new features and changes to the system. It will 

incorporate features that have now become industry 
standards to aid in the business customer's ability to 

easily navigate the site. The site will also feature a new 
interface to allow businesses to more easily post large 
numbers of jobs into AJB via a file transfer process and a 
new job order writing tool to assist employers in 

preparing better job descriptions to attract more and 

better qualified applicants. 


Goal Assessment and Future Plans: ETA will revise this goal 
for Program Year 2003 using a methodology that can 
measure continuous improvement relative to increased 
listings of job openings and that is adjusted to reflect 
changes in the economy. @ 
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Help Veterans Enter Employment 


Thirty-four percent of veteran job-seekers registering for 
public labor exchange services will be employed in the first 
or second quarter following registration. 


Results: The goal was achieved. During the first three 
quarters of FY 2002, 42.84 percent of veterans assisted by 
the public labor exchange entered employment. Fourth 
quarter data are not available. 


Program Description: The Department's Veterans’ 
Employment and Training Service (VETS) is responsible for 


maximizing employment and training services to 
America’s veterans by ensuring priority of service to 
veterans in Wagner-Peyser funded programs throughout 
the public labor exchange. 


The Department funds State Disabled Veterans’ Outreach 
Program (DVOP) specialists and Local Veterans’ 
Employment Representatives (LVERs). DVOP staff provide 
a variety of specialized services through the public labor 
exchange, including career coaching, vocational 
guidance, assessment, job search and job development 
services, referral to training, and other supportive activities 
for those veterans requiring special assistance. LVERs 
ensure that veterans receive services on a priority basis in 
local employment service offices, train local office staff, 
facilitate job search and Transition Assistance Program 
workshops, and conduct outreach to employers and 
community groups on veterans’ issues. 


Analysis of Results: Fourth quarter FY 2002 data were not 
captured due to a transition in the fourth quarter to a new 
performance reporting system. Data for the first three 
quarters of FY 2002 were collected under previous 
reporting procedures that required follow-up contacts with 
veterans registered with the public labor exchange. Based 
on these three quarters of data, 835,870 veterans were 
registered with the public labor exchange nationally and 
358,119 veterans or 42.84 percent of those registered 
entered employment. 


The recently implemented Labor Exchange Performance 
Measurement System includes new performance measures 
and an improved system of obtaining outcome 
information based on unemployment insurance wage 
record data. Studies in selected States have indicated that 
the previous reporting procedures—based on follow up 
contacts with job seekers—significantly understated the 
outcomes of the public labor exchange compared to data 
available from the unemployment insurance records. 
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Strategies; Our top human capital management priority is 
working with our State partners to achieve full staffing in 
DVOP and LVER positions to ensure the adequacy of 
veterans’ job placement capabilities. VETS is also 
implementing a self-assessment process for staff at the 
State and Regional levels that should yield efficiencies and 
increase workforce productivity. 


In another initiative consistent with the President's 
Management Agenda, the Department will assess 
managing future State grants for veterans’ employment 
services as a performance-based system. This approach is 
similar to the one adopted recently by the Department's 
Employment and Training Administration in addressing 
employment efforts on behalf of older workers. As 
contrasted with the current system of fixed grants, funds 
will be provided to the States on a more flexible basis, 
considering such factors as job outlook and individual 
States’ performance in placing veterans in employment. 


DOL implemented a national outreach program that 
promotes employment, licensing, and certification 
opportunities for veterans. Through a series of pilot 
programs, VETS is assessing civilian job opportunities 
where military training can be transferred to jobs in the 
civilian economy requiring a credential. Where pilot 
projects are successful and the employer or organization 
hosting the project realizes a benefit, continuation of the 
project will depend upon funding from another source. 
A VETS project currently underway at the Florida 
Community College in Jacksonville trains systems 
administrators separating from the Navy in computer 
network security. 


LVER staff are assisting transitioning service personnel to 
identify the credentials and training needed for jobs 
requiring licenses and or certifications in a variety of 
industries that will be available upon their separation from 
the military service. 


Goals Assessment and Future Plans: Under the new Labor 
Exchange Peitormance Measurement System, each State 
will negotiate performance goals for FY 2003. FY 2003 
will be a transition year, as States gain experience under 
the new measurement system by establishing and refining 
the new data collection system and building core 
performance information regarding services to veterans. 
The new measures closely mirror those prepared by the 
U.S. Employment Service, and more complete data 
available from State Unemployment Insurance wage 
records have permitted the Department to set significantly 
higher and more realistic performance targets beginning 
in FY 2003. o 


(Goal 1.1D — FY 2002 Annual Performance Plan) 


Homeless Veterans 
Obtain Unsubsidized Employment 


Increase the employment and retention rate of homeless 
veterans enrolled in Homeless Veterans’ Reintegration 
Projects (HVRP) 
@ Atleast 54% of veterans enrolled in HVRP 

enter employment 
@ Establish baseline for retention rate. 


Result: The goal was not achieved since one of the two 
indicators was not met. The FY 2002 entered employment 
rate was 54 percent, achieving the 54 percent target. The 
second indicator, establishing a baseline for retention, was 
not achieved. 


Program Description: The Homeless Veterans’ 


Reintegration Project funds employment, training, and 
other support services (e.g., medical treatment, 
counseling, transportation) to enable homeless veterans to 
reintegrate successfully into the workforce. Organizations 
receiving grants under this program typically provide job 
search, counseling, placement assistance, remedial 
education, classroom and on-the-job training, and 
supportive services such as transportation and transitional 
housing — often in concert with HUD, VA, and other 
service providers. Grantees are also strongly encouraged 
to collaborate with rehabilitation agencies for such 
services as drug and alcohol counseling. During FY 2002, 
14,100 of the Nation’s 250,000-275,000 homeless 
veterans received assistance from the Homeless Veterans’ 
Reintegration Project. 


Lihanee Opportunities toi 


Analysis of Results: During the past year, the Department 
improved the entered employment rate from 53 percent to 
54 percent for participants in the Homeless Veterans’ 
Reintegration Project by reinforcing the rate of entered 
employment as the primary focus for service providers, 
while continuing to assist participants to overcome the 
multiple problems that prevent them from securing and 
retaining employment. The program's services now target 
training to match available jobs. In addition, the 
Department has developed closer relationships with 
associated Federal, State, and local community based 
organizations to leverage resources to provide expanded 
and “seamless” services to homeless veterans. Once on 
the job, homeless veterans are contacted periodically to 
ensure their successful transition from homelessness to 
gainful employment, in line with a continuum of care 
philosophy. Such follow-up visits support self-esteem — a 
significant factor in the reintegration of a homeless veteran 
into the workforce — and improve job retention. 


The Department has not received participant retention 
reports from all grantees for FY 2001. When these reports 
are submitted, a baseline for retention will be established. 


Strategies: The Department expanded its technical 
assistance efforts to current service providers, with 
emphasis on first-time grantees to: (1) assist them in 
accessing Federal, State, and local community resources; 
(2) improve reporting systems at the local level; (3) 
establish a task force composed of experienced grantees; 
and (4) emphasize longer term follow up services, job 
retention, wage enhancement, and improved quality and 
applicability of training. In addition, the Department 
identified potential service providers/grantees, including 
faith-based and community organizations. DOL also 
assisted grantees by orienting them to the problems of 
homeless veterans, including substance abuse, mental and 
physical disabilities. 
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Goals Assessment and Future Plans: In FY 2003, the goal 
targets an increase to 56 percent of veterans enrolled 

in the Homeless Veteran Reintegration Project entering 
employment. The retention baseline will be established 
when all FY 2001 retention reports are received from 
our grantees. 


Planning for the immediate future targets two key 
areas of emphasis: 


Capacity Building. VETS, in a capacity building effort to 
improve a grantee’s ability to serve the employment and 
training needs of Homeless Veterans, is initiating changes 
in the Grant solicitation process. A greater emphasis will 
be placed on grants from applicants that view 
homelessness as a community-based effort and on work 
with other federal, State and local community resources 
in serving this population. 


Stricter grant funding. VETS has placed tighter 
constraints on the use of HVRP funds to ensure that 
gantees use these funds for employment 

and training services and solicit other funding sources 
(e.g., HUD to provide for housing, HHS to meet 
emergency medical needs, and DVA to serve 
counseling and treatment medical care) to meet other 
program delivery requirements. 


Goals Assessment and Future Plans: In FY 2003, the 
goal targets an increase to 56 percent of veterans 
enrolled in the Homeless Veteran Reintegration Project 
entering employment. The retention baseline will be 
established when all FY 2001 retention reports are 
received from our grantees. @ 
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Increase Employment 
for Persons with Disabilities 


Implement 12 demonstration programs through grants 
designed to develop and test strategies and techniques that 
need to be implemented in order for One-Stop Centers and 
WIA youth programs to effectively serve persons with 
significant disabilities. 


Results: The Department exceeded the goal. Sixteen 
demonstration programs for One-Stop Centers and WIA 
Youth programs were implemented. Additionally, 22 
demonstration programs in other areas related to 
employment of adults and youth with disabilities 

were implemented. 


Program Description: DOL established the Office of 
Disability Employment Policy (ODEP) to provide 
leadership to increase employment opportunities for adults 
and youth with disabilities. The new organization 
supports the President’s New Freedom Initiative, with the 
objective of positively impacting employment 
opportunities for the millions of adults and youth with 
disabilities. The employment rate for persons with a 
severe disability in 1997 was 31.4 percent, and 82 percent 
for persons with a non-severe disability, according to the 
U.S. Census Bureau. This low employment rate for people 
with disabilities clearly presents the magnitude of the 
challenges the new organization faces. 


Enhance Opportunities for America s Workforce 


ODEP undertakes pilot projects to assess promising 
practices and effective workforce development strategies 
for people with disabilities. The goal is to obtain 
meaningful employment, training, and employment 
supports. ODEP’s current efforts focus primarily on 
selecting, initiating, and evaluating pilot projects. 

Each pilot project should lead to immediate service 
impacts at participating sites. The results should 
generate data useful to make fact-based decisions in 
the workforce development system. Once a practice is 
employed, it should have the capability of success if it 
is generalized for replication in the broader workforce 
development system. 


Analysis of Results: The 38 pilot projects initiated in 
September 2002 vary from two to five years in length. 
Baseline results for people with disabilities receiving 
services at pilot project sites will be available for 
reporting in the FY 2003 Annual Report. Outcome 
results, in terms of people with disabilities receiving 
services at pilot project sites as they move into the 
mainstream workforce development system, will be 
available for reporting in the FY 2005 Annual Report. 
At locations where individual pilot projects are initiated, 
baseline data for placement and retention rates will be 
established as a basis for measuring the impact at the 
pilot location on increased rates of employment and 
retention for people with disabilities. 


Strategies: Pilot projects undertaken in FY 2002-2005 
target the development of models to enhance the capacity 
of the workforce development system to provide services 
to people with disabilities. Partnerships with government 
agencies engaged in employment, training, and 
employment support programs provide the vehicle for 
implementation of the promising practices and policies 
proven effective on a pilot basis. 
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Goals Assessment and Future Plans: In FY 2003 the 
Department will initiate 42 new pilot projects targeted at 
providing employment, training, and employment support 
services to adults and youth with disabilities, and will 
establish baselines to measure the results of the pilots in 
improving entry and retention in employment for the pilot 
participants. During development of the Department's 
2003-2008 Strategic Plan, DOL will establish targets for 
the employment and wage gains anticipated nationwide as 
the result of the adoption of the successful practices 
identified through the pilot projects. @ 
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The Workforce Investment Act — Improve 
Participant Customer Satisfaction Scores 


In Program Year 2001, participants will be satisfied with 
services received from workforce investment activities as 
evidenced by a rating of 69 or higher on the American 
Customer Satisfaction Index (ACSI). 


Results: This goal was achieved. The participant 
satisfaction score was 76.3 at the end of the fourt!, 9.) ‘ter 
of Program Year 2001. 


Program Description: The Workforce Investment Act (WIA) 
envisions a workforce system that is customer-focused, 
business-led, aind community-centered. The Adult, 
Dislocated Worker, and Youth programs delivered through 
One-Stop Career Centers provide individuals with access 
to career support and assist them in finding jobs. 
Establishing customer satisfaction benchmarks for job 
seekers who receive services from these programs assists 
States to develop continuous improvement strategies. 


Analysis of Results: In order to gauge the participants’ 
satisfaction with the services they receive, the Department 
requires States to use the American Customer Satisfaction 
Index. Because the Index is used widely across the 
private and public sectors, it allows not only assessments 
of internal performance, but also comparisons with other 
organizations outside of the workforce system. 


The Program Year 2001 participant customer satisfaction 
score was 76.3, which is slightly less than the score of 
76.9 achieved in 2000. This compares favorably to recent 
customer satisfaction scores for major U.S. companies 
such as Target, 77; Wal-Mart Stores, 75; Bank of America, 
68; or the Allstate Corporation, 76. The Department has 
begun examining the customer satisfaction scores for 
Program Year 2001 in relation to the prior year to assist 
States to develop improvement plans and to adopt other 
possible corrective actions. 


Strategies: Throughout 2000 and 2001, DOL and nine 
States collaborated on a project to improve the 
measurement of customer satisfaction, particularly at the 
local level, to support enhancements in customer 
services and program planning. The nine participating 
States received direct technical assistance regarding the 
measurement of customer satisfaction and the use of this 
information for program improvement and, following the 
training, assisted DOL to develop a Customer Satisfaction 
Handbook. This Handbook, now available to all States 
and the One-Stop system, provides survey examples, 
report formats, and technical guidance on the 
development and use of such materials. In addition to 
assisting States to measure customers’ satisfaction with 
the services of One-Stop Centers, the Handbook is 
general enough for use across all DOL employment 

and training programs. 


Through conferences, teleconferences, and face-to-face 
discussions, DOL works with the States to enhance the 
collection and use of WIA customer satisfaction data to 
improve performance and delivery of services to 
customers, to develop measures beyond those required by 
the Workforce Investment Act, and to help front-line staff 
become customer-focused. 


Goal Assessment and Future Plans: The Department 
encourages States and localities to continue to measure 
customer satisfaction, consistent with WIA provisions, as 
an important strategy for improving program operations, 
but has not included this goal in the Annual Performance 
Plans beyond Program Year 2001, as DOL focuses more 
directly on the core program outcomes — placement, 
retention, and earnings. The use of customer satisfaction 
measures will be re-examined in the process of 
reauthorizing the Workforce Investment Act and 
implementing the Office of Management and Budget’s 
common performance measures for Federal job training 
and employment programs. @ 
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The Workforce Investment Act — Improve 
Employer Customer Satisfaction Scores 


In Program Year 2001, employers will be satisfied with 
services received from workforce investment activities as 
evidenced by a rating of 66 or higher on the American 
Customer Satisfaction Index. 


Results: This goal was achieved. The employer satisfaction 
rating was 74.2 at the end of the fourth quarter of Program 
Year 2001. 


Program Description: The Workforce Investment Act 


envisions a workforce system that is business-led, 
customer-focused, and community-centered. Employers’ 
satisfaction with services received from and offered by 
One-Stop Career Centers is integral to providing 
individuals with access to career support and assistance in 
finding jobs. One Stop Career Centers offer career 
support and job search assistance to individuals, and 
recruitment and job preparation services to help 
employers meet their human resource needs. Establishing 
customer satisfaction benchmarks for employers that 
receive services from these programs assists States to 
develop continuous improvement strategies. 


Analysis of Results: To gauge the satisfaction of participants 
with the services they receive, the Department requires 
States to use the American Customer Satisfaction Index. 
Because the Index is widely used across the private and 
public sectors, it allows not only assessments of internal 
performance, but also comparisons with other 
organizations outside of the workforce system. 


At 74.2, the Program Year 2001 rating for employers’ 
satisfaction reflected improvement over the 71.3 rating 
achieved in Program Year 2000. The score of 74.2 
compares favorably to recent customer satisfaction scores 
for major U.S. companies such as the Wachovia 
Corporation, 72; Lowe’s Companies, Inc., 75; or 
Southwest Airlines Corporation, 74. More than forty 
States had customer satisfaction scores that exceeded 70. 
The Department has begun examining the customer 
satisfaction scores for Program Year 2001 in relation to the 
prior year to assist States to develop improvement plans 
and to adopt other possible corrective actions. 
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Strategies: Serving the business customer has become an 
important focus across DOL programs. Accurate 
measurement of employers’ satisfaction with the services 
received through One-Stops enables DOL to assess the 
progress of the Department's programs in meeting the 
expectations of our business customers. Throughout 2000 
and 2001, DOL provided direct technical assistance 
regarding customer satisfaction to nine States that used the 
training to assist DOL to develop the Customer 
Satisfaction Handbook. This Handbook, now available to 
all States and the One-Stop system, provides survey 
examples, report formats, and technical guidance on the 
development and use of such materials. In addition to 
assisting States to measure customer satisfaction, the 
Handbook is general enough for use across all DOL 
employment and training programs. 


The Department created a Business Relations Group to 
improve employer satisfaction with program services by 
forming business partnerships to identify the needs of high 
growth businesses, develop strategies to meet these needs, 
and strengthen outreach and connection to the business 
community. Through conferences, teleconferences, and 
face-to-face discussions, the Department works with the 
States to enhance the collection and use of customer 
satisfaction data to improve performance and delivery of 
services to customers, to develop measures beyond those 
required by the Workforce Investment Act, and to help 
front-line staff become customer-focused. 


Goal Assessment and Future Plans: The Department 
encourages States and localities to continue to measure 
customer satisfaction, consistent with WIA provisions, as 
an important strategy for improving program operations, 
but has not included this goal in the Annual Performance 
Plans beyond Program Year 2001, as DOL focuses more 
directly on the core program outcomes — placement, 
retention, and earnings. The use of customer satisfaction 
measures will be re-examined in the process of 
reauthorizing the Workforce Investment Act and 
implementing the Office of Management and Budget’s 
common performance measures for federal job training 


and employment programs. @ 
(Goal 1.1H — FY 2001 Annual Performance Plan) 
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Outcome Goal 1.2 
Increase the Number of Youth Making a Successful Transition to Work 


Overview 
Studies reveal strong correlations among education levels, unemployment, and lite-long earnings. DOL administer. youth 
programs tinder the Worktorce Investment Act WIA), including the Job Corps program, the youth formula grant program, 
ind the Youth Opportunity Grant Program, as well as research and demonstration projects that address the needs ot at-risk 
Jouth, both in and out-ot-school, tor Career preparation, education, and employment. 


Serving The Public 
DOlS vouth programs primarily serve those eligible low-income youth between the ages ot 14 and 24 who are out-ot- 
school and those in-school vouth who are at risk of dropping out, including vouth with disabilities and others who may 
require additional assistance to Complete an educational program or to secure and hold employment. The purpose of youth 
activities under the Worktorce Investment Act is to assist vouth in achieving academic and employment success and 
«quiring the skills they need to succeed in the worktorce and become productive adults. DOL's youth programs provide 
an array oF Comprehensive worktorce preparation services and support. Services to in-school youth help them remain in 
school move into post-secondary education or advanced training, and ultimately transition into successtul Careers. For out- 
of-school youth, programs otter educational and employment training, support services and follow-up activities, providing 
them with the necessary skills to attain educational credentials (.e., high school diploma or General Educational 
Development, participate in post-secondary training opportunities, and enter into gaintul employment or a Career, prepared 


to succeed in the workplace and transition successtully into adulthood, 


WIA promotes strong public and private partnerships among diverse programs and Community representatives, including 
emplovers, labor organizations and community-based youth service agencies through their participation on State and local 


vorktorce investment boards and vouth councils. The Youth Council, as a subgroup ot the local board, is responsible tor 


planning and coordinating a broad array ot local vouth services in the Community 


The Job Corps provides intensive, long-term training in a residential setting that includes a secure, drug-free learning 
environment; academic, vocational, and social skills development; medical care; and career and personal counseling, Job 
Corps students come from economically disadvantaged families, are primarily high school dropouts, and are considered the 
hardest-to-serve population. There are 118 Job Corps Centers located in 48 States plus the District of Columbia and Puerto 
Rico. New centers have been funded and are under development in Rhode Island and Delaware. The Youth Opportunity 
Grants concentrate resources for a variety of youth services for all young people residing in 36 high-poverty urban 
neighborhoods, rural areas and Indian Reservations, and in selected migrant and seasonal farm worker communities. 


Program Costs 
The decrease in net costs in FY 2000 may be substantially attributed to the transition from the Job Training Partnership Act 
program to that under the Workforce Investment Act. The subsequent increase in costs in FY 2001 and FY 2002 reflect: (1) 
the increased spending by the States on program operations as the training tempo increased following the start-up activities 
in FY 2000; and (2) the start-up of a new youth opportunity grant program funded at $300 million. FY 2002 costs reflect a 
continuation of increased spending in Youth Opportunity Grants and Youth Forinula Grants. 
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DOL Challenges For The Future 
The youth population between the ages of 15-24 years old is increasing. Unemployment levels among youth ages 16 to 24 
have risen over the past two years, accounting for 53 percent of total U.S. job losses. Also, studies indicate that the rate of 
youth dropping out of school is increasing, apparently because youth are struggling to meet the new State standards for 
attaining a high school diploma. 


In order to meet the challenge of serving young people most in need, DOL will continue to focus its efforts to improve the 
delivery of youth services under the Workforce Investment Act formula grant program, Job Corps, and the Youth Opportunity 
Grants. The Department will continue to assist DOL youth programs in sustaining the momentum and progress made over 
the last two years by focusing on these key areas: 


e Recruiting and Retaining Out-of-School Youth. Recruiting, retaining, and providing increased services to dropouts 
and out-of-school youth will continue to be a priority for States and local areas. WIA services for these youth will 
continue to focus on the provision of educational and occupational skills training that will prepare them for 
postsecondary education, advanced training, and jobs with a career. 


w Providing Technical Assistance and Identifying Effective Practices. The Department will provide technical assistance 
to States and local areas through academies, conferences, policy guidance issuances, and continued funding and 
dissemination of studies, reports, and other products that identify best practices in the field. 


w Engaging Additional Faith-Based and Community Organizations. DOL will develop and implement creative outreach 
and coordination strategies, action plans, and service delivery priorities to promote greater participation of faith-based 
and community groups in the delivery of WIA services to eligible youth. 
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Assist Youth in Making the Transition to Work 


In Program Year 2001, of the 14-18 year-old youth registered 
under the WIA youth program, 50% will be either employed, 
in advanced training, post-secondary education, military 
service, or apprenticeships in the third quarter after 

program exit. 


Results: This goal was achieved, with 50.2 percent of 
youth either employed, in advanced training, post- 
secondary education, military service, or apprenticeships 
in the third quarter after program exit. 


Program Description: Title | of the Workforce Investment 


Act (WIA) authorizes services for eligible low-income 
youth between the ages of 14-21 who have barriers to 
employment, including one or more of these criteria: 
deficient in basic skills; homeless, a runaway, or a foster 
child; pregnant or parenting; an offender; or a school 
dropout. The program also serves youth with disabilities 
and others who may require additional assistance to 
complete an educational program or to secure and hold 
employment. Programs and services are offered to both in 
and out-of-school youth. Service strategies prepare youth 
for post-secondary education by stressing strong linkages 
between academic and occupational learning, and 
preparing youth for employment. Local communities 
create opportunities for youth by providing required 
program elements, including: tutoring, alternative schools, 
summer employment, occupational training, work 
experience, supportive services, leadership development, 
mentoring, counseling, and follow-up services. 


Analysis of Results: The Department established the target 
for this performance goal at 50 percent because the 
outcomes measured apply primarily to youth between the 
ages of 16 and 18 years old, a majority of whom are 
dropouts and out-of-school youth, Most 14-15 year old 
youth who receive WIA services are attending school, and 
the preferred results for this age group—the attainment of 
a diploma, General Educational Development (GED), or 
skill—are not measured by this goal. Studies have shown 
that the sluggish economy has taken the greatest toll 
among youth (ages 16-24), who account for 72 percent of 
the total jobs lost among all U.S. workers for the last year 
and a half. The drop-out status of many of the 16-18 year 
olds served by WIA increases the difficulty of placing them 
in post-secondary education, military service, or 
apprenticeships because they lack the requisite 
credentials, and the program’s strategy focuses on placing 
these youth in employment or advanced training. 


In developing the targeted level of performance for this 
goal, the Department considered its experience under the 
Job Training Partnership Act program, the predecessor to 
WIA, which measured the percentage of out-of-school 
youth who entered training, completed education, or 
returned to school following participation in the program. 
During Program Year 1999, the last year of the Job Training 
Partnership Act, only 44 percent of out-of-school youth 
enhanced their employability by returning to school or 
entering training, and only 57 percent entered 
employment at termination. The 50 percent of WIA youth 
between the ages of 14 and 18 who remain in 
employment, advanced training, post-secondary 
education, military service, or apprenticeships for at least 
nine months after their initial placement represents a 
significant advance over the initial placement results 
achieved under the Job Training Partnership Act. 
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Strategies: To improve retention ‘or youth between the 
ages of 16 and 18, DOL is challenging State and local 
areas to use a three-pronged service strategy to address the 
needs of out-of school youth for employment, credentials, 
and advanced education: 

@ Helping them find gainful employment, while providing 
available support services; 

@ While employed, providing education and skills 
training needed to attain educational credentials, 
participate in post-secondary education, or become 
gainfully employed in a career with advancement 
opportunities; and 

® Retaining out-of-school youth engaged in the 
required education/skills training activities until 
program completion. 


Other strategies to assist out-of-school youth will include 
enhancing the use of One-Stop centers, developing close 
mentoring relationships, and identifying and disseminating 
effective practices for serving and retaining these 


young people. 


Audits and Program Evaluations: The United States General 
Accounting Office issued a report, Workforce Investment 
Act: Youth Provisions Promote New Service Strategies but 
Additional Guidance Would Enhance Program 
Performance (GAQ-02-413), on April 8, 2002. The report 
recommended that the Department issue guidance and 
provide assistance to State and local boards and youth 
councils to: 1) effectively recruit parents, youth, and 
employers to join the youth councils; 2) increase the 
number of responses to requests for proposals; 3) obtain 
and verify applicant eligibility information by sharing 
client information among agencies; 4) recruit and retain 
out-of-school youth to the WIA youth program and all 
youth into the One-Stop Career Centers; and 5) facilitate 
linkages between the board, youth council, and their 
required youth-serving partners. In response to these 
recommendations, DOL provided additional policy 
guidance and technical assistance to State and local areas; 
awarded competitive grants to 15 local boards and youth 
councils to develop and implement strategies to improve 
youth connections to the One-Stop system, and 
disseminated the resulting information; and collaborated 
with the Departments of Education and Health and Human 
services to encourage the creation of cross-cutting 
initiatives among programs. 


In a September 2002 report, Workforce Investment Act 
Performance Outcomes Reporting Oversight, the Office of 
Inspector General raised concerns about whether the third 
party data reported by States for WIA performance were 
accurate and supportable. The Department generally 
agreed with the concerns raised by the Office of Inspector 
General and indicated that it believed that the concerns 
would be addressed with the deployment of a data validity 
and verification policy and tools that have been under 
development and are scheduled to be deployed in 2003. 


The specific findings and recommendations of the reports 
as well as additional details on DOL's actions taken in light 
of these recommendations can be found in Appendix 3. 


Goal Assessment and Future Plans: The retention measure 
for 14-18 year old youth will be discontinued as a goal 
because the diploma/GED measure is a more appropriate 
outcome measure to gauge success for this age group. 
Likewise, by establishing the achievement of academic 
credentials as a goal, it communicates the national 
importance of this measure for America’s school 

age youth. @ 
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A Prepared Workforce 


Assist Youth in Making the Transition to Work 


In Program Year 2001, of the 19-21 year-old youth registered 
under the WIA youth program, 75% will be employed in the 
third quarter after program exit. 


Results: The goal was achieved, 75 percent of the 19-21 
year-old youth served under the Workforce Investment Act 
youth program who were employed in the first quarter 
after program exit were employed in the third quarter after 
program exit. 


Program Description: Title | of the Workforce Investment 
Act (WIA) authorizes services for eligible low-income 
youth between the ages of 14-21 who have barric.s to 
employment, including one or more of these crite. ia: 
deficient in basic skills; homeless, a runaway, or a foster 
child; pregnant or parenting; an offender; or a school 
dropout. The program also serves youth with disabilities 
and others who may require additional assistance to 
complete an educational program or to secure and hold 
employment. Programs and services are offered to both in 
and out-of-school youth. Service strategies prepare youth 
for post-secondary education by stressing strong linkages 
between academic and occupational learning, and 
preparing youth for employment. Local communities 
create opportunities for youth by providing required 
program elements, including: tutoring, alternative schools, 
summer employment, occupational training, work 
experience, supportive services, leadership development, 
mentoring, counseling, and follow-up services. Program 
Year 2001 activities resulted in increasing the numbers of 
youth being served to 365,300 from 262,200 the prior 
year, and steadily increasing expenditure rates when 
compared to Program Year 2000 expenditure levels. 
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Analysis of Results: The Department has set a high standard 
for performance with the goal of a 75 percent retention 
rate for this youth population, and the States have now 
met the retention goal for a second year in Program Year 
2001. Program Year 2001 marks the first year when 
reported performance relied almost exclusively upon 
youth who entered the program and received services 
under the WIA program design, as compared to Program 
Year 2000 when many youth regist:ants were carried in 
from the prior Job Training Partnership Act program. 
Approximately half of the States exceeded their negotiated 
level of performance for this measure. The Department is 
encouraged by the sustained performance against this 
measure, since research shows that youth suffer a 
disproportionate and rapid impact during economic 
downturns when national unemployment rises overall. 


Strategies: The Department presented strategies for 
enhancing program performance in numerous conferences 
and forums across the country, and worked directly with 
States experiencing data collection and reporting problems 
to resolve such issues. In an effort to improve the quality 
of youth programs, particularly in the area of performance 
management, Federal staff began conducting 
comprehensive onsite assessments of at least half of State 
and local programs to determine program effectiveness, 
identify technical assistance needs, and to identify and 
share effective practices. Preliminary indications point to 
the following major challenges remaining at the State 
level: 1) capacity to monitor local programs; 2) capacity 
to provide needed technical assistance and training; and 
3) problematic management information and reporting 
systems. At the local level, the predominant issues 
include: 1) low performance outcomes in the older youth 
credential rate and the younger youth diploma or General 


Educational Development (GED) rate; 2) ensuring that 
each of the 10 required program elements are available; 
and 3) inadequate services for youth in the One-Stops. 

A few of the promising practices identified include: 
State-funded youth One-Stops, Statewide youth councils, 
strong linkages to schools in local areas, and jointly 
funded projects that include WIA, HHS, juvenile justice, 
and education funds. 


During Program Year 2001, States and local areas focused 
on more effective and targeted strategies for improving 
retention and placement of out-of-school youth based on 
the challenges identified in Program Year 2000, which 
included: 1) co-locating or connecting programs to 
community centers that offer a range of recreational and 
cultural activities; 2) developing close mentoring 
relationships with out-of-school youth; 3) providing 
engaging follow-up activities to keep out-of-school youth 
interested in career opportunities and connected to 
employment sources; and 4) enhancing out-of school 
youth use of One-Stop Career Centers. 


Audits and Program Evaluations: The United States General 
Accounting Office issued the final report on Workforce 
Investment Act: Youth Provisions Promote New Service 
Strategies but Additional Guidance Would Enhance 
Program Performance (GAO-02-413) on April 8, 2002. 
The report recommended that the Department issue 
guidance and provide assistance to State and local boards 
to: 1) effectively recruit parents, youth, and employers on 
youth councils; 2) increase responses to requests for 
program funding proposals; 3) obtain and verify applicant 
eligibility information by sharing information among 
agencies; 4) recruit and retain out-of-school youth; and 5) 
facilitate linkages among the board, youth council, and 
required partners. 


In a September 2002 report, Workforce Investment Act 
Performance Outcomes Reporting Oversight, the Office of 
Inspector General raised concerns about whether the third 
party data reported by States for WIA performance were 
accurate and supportable. The Department generally 
agreed with the concerns raised by the Office of Inspector 
General and indicated that it believed that the concerns 
would be addressed with the deployment of a data validity 
and verification policy and tools that have been under 
development and are scheduled to be deployed in 2003. 


The specific findings and recommendations of this report, 
as well as the status of the Department's response to these 
recommendations, can be found in Appendix 3. 
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Goal Assessment and Future Plans: In addition to this 
retention measure, the Department will institute an 
additional measure for the older youth population that will 
measure placement in employment in the first quarter after 
program exit. The goal for Program Year 2002 includes 
targets of 63 percent for placement in employment and 77 
percent for retention in employment. @ 


(Goal 1.2B — FY 2001 Annual Performance Plan) 


Annual Report Fiscal Year 2002 


A Prepared Workforce 


Enhance Job Placement, Placement, Retention, 
and Average Wages for Job Corps Graduates 


In Program Year 2001, 85% of Job Corps graduates will get 
jobs with entry average hourly wages of $7.25 or be 
enrolled in education; 70% will continue to be employed or 
enrolled in education six months after their initial placement 
date. (Placement and Retention) 


Results: The goal was substantially achieved. 90 percent 
of Job Corps graduates obtained jobs at an average hourly 
wage of $7.96 or were enrolled in education, exceeding 
the targets for both of these indicators. 64 percent of 
graduates continued employment or were enrolled in 
education six months after their initial placement date. 


Program Description: DOL's Job Corps program is an 
intensive, primarily residential training program for 


severely disadvantaged youth ages 16 to 24. Job Corps 
provides occupational skills and academic training, social 
education, and other support to some 68,000 participants 
at 118 centers. In accordance with the Workforce 
Investment Act, DOL continues to expand Job Corps’ 
scope to provide career support services to program 
graduates for up to 12 months after graduation. 


Analysis of Results: In Program Year 2001, the Department 
succeeded in placing Job Corps graduates into 
employment or further education. The graduate 
placement rate exceeded its target by five percentage 
points. Similarly, the average hourly wage rate exceeded 
the target by 71 cents per hour, virtually mirroring the 
prior year’s hourly rate of $7.97. Although placement and 
wage results for both program years were similar, the 
results are reflective of consistent strong performance in 
these areas. 
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Job retention six months after initial placement did not 
reach the 70 percent target. The Department established 
an indicator for the first time in Program Year 2001 to 
measure the six-month retention of Job Corps graduates 
in employment or education. Results from a 13-week 
retention period were relied upon for a baseline, on the 
assumption that six-month retention results would be 
comparable. For the previous year, the Department 
had measured retention for a 90-day period, and 67 
percent of graduates remained in employment or 
educational programs for this length of time, below the 
target of 70 percent. 


Joe Cores Six MONTH PLACEMENT 
Py 2001 


70.0% 
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TARGET: BASEO ON 
RESULTS AT 13 weexe 


ReEsuLTs: Basto On 
RESULTS AT 6 MONTHS 


NOTE! THIS WAS THE FIRST YEAR FOR THIS MEASURE. THE PREVIOUS 
RETENTION MEASURE WAS FOR 13 WEEKS AFTER INITIAL PLACEMENT 
AND SERVED AS THE BASELINE FOR THE TARGET. 


Several factors may have contributed to the placement 
retention results. Actual baseline data was not available to 
establish the six-month placement retention goal. The 
Department developed a new data collection system for 
this measure, and refined it during this first year of 
implementation. Further, DOL may have set a high target 
in light of economic conditions that could have influenced 
“new hire” activity among employers. DOL has 
restructured the service delivery system for Job Corps 
graduates, enhancing services to meet their broader career 
transition needs. While the retention results reflect a 
national average across all Job Corps centers, many 
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centers performed at or above the target. Job Corps’ efforts 


to improve placement retention have placed greater focus 
on retaining students in the program to maximize 
academic achievement and skills attainment; customizing 
service delivery to meet individual student needs; and 
partnering with businesses to meet labor market demands 
and expand career exploration, work-based learning, and 
long-term employment opportunities. 


The Office of Job Corps’ Student Pay/Management 
Information System serves as the source for this data. This 
comprehensive data collection system is rigorously 
designed to ensure data reliability and integrity. Further, 
the system is monitored and reviewed by Job Corps 
national management, an independent research contractor 
retained to provide data verification services, and the 
Office of Inspector General. 


Strategies: To maximize the benefits of the Job Corps 
program, the Department emphasizes a number of 
strategies to ensure students’ long-term success. These 
strategies primarily focus on improving program quality 
and providing individualized services to meet students’ 
needs. To improve program quality, strategies include 
integrating performance measurement into the 
competitive procurement process and maintaining 
partnerships with employers, communities, and 
educational institutions to create growth opportunities 


for graduates. Services to address individual needs include 


academic programs (including high school diploma 
programs), competency-based vocational 

training, work-based learning at employer sites, 
employability skills development, information 
technology skills training, counseling/support services, 
driver’s education, child care support, and support for 
placement and transitional services after departure. 


In the future, to address graduates’ long-term attainment, 

the Department will continue to emphasize academic and 
vocational credential attainment, high quality placements 
and wages, enhanced career offerings that better meet 


W 


43 


America s 


Enhance Upportunities for 


labor market demands, improved career transition 
services, and strong partnerships to support graduates’ 
career advancement. 


The quality and effectiveness of performance improvement 
strategies is assured through formal on-site assessments, 
detailed action planning at the service delivery level, and 
rigorous and frequent performance monitoring of data and 
key activities. For example, vocational training programs 
are evaluated continuously and intensively to ensure the 
highest quality of instruction and the incorporation of 
state-of-the-art equipment and industry standards. DOL, 
along with private consultants and industry, regularly 
assesses the Job Corps program's vocational outcomes and 
continues to make changes in vocational offerings where 
performance is less than satisfactory. Moreover, new, 
innovative vocational offerings that are identified through 
labor market research and/or business advisory groups 
continue to be offered to enhance the job placement and 
job retention results of Job Corps graduates. 


Academic performance is being enhanced by Job Corps’ 
High School Diploma Initiative. The positive relationship 
between labor market success and the attainment of a 
high school diploma is well documented. Since the 
inception of this initiative, the number of high school 
diplomas attained has already increased. 


Goal Assessment and Future Plans: In Program Year 2002, 
the targeted performance levels for placement in 
employment or education will increase to 90 percent and 
for average hourly wages at placement to $8.20, while the 
six-month employment retention target will be 65 percent. 
A new indicator will also be introduced pertaining to the 
attainment of high school diplomas by Job Corps students, 
to measure the outcomes of an interagency agreement 
with the Department of Education. = 
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BLS FIELD STAFF FOR THE CONSUMER PRICE INDEX COLLECT PRICING DATA. PRICES ARE COLLECTED FOR 80,000 
RESTAURANTS, 


ITEMS EVERY MONTH FROM A VARIETY OF OUTLETS, INCLUDING GROCERY STORES, AND DOCTORS. 


Outcome Goal 1.3 
Improve the Effectiveness of Information and Analysis on the U.S. Economy 


Overview 
The Department of Labor's Bureau of Labor Statistics (BLS) is responsible for producing some of the Nation’s most sensitive 
and important economic indicators. The Ottice of Management and Budget has designated several ot the key BLS data 
series as Principal Federal Economic Indicators. 


\s a producer of economic statistics on the U.S. economy, BLS must work in partnership with other Federal, State, and 
international statistical agencies. These organizations sometimes encounter common issues that must be coordinated tor the 
benetit of the users of the data. BLS works with these organizations to coordinate methodologies, reduce and avoid 
duplication, increase Compatibility of data, and improve communication. Such collaboration not only maximizes BLS 
pertormance, but also helps to improve the accuracy, efficiency, and relevancy of economic measures produced by BLS. 


These Cooperative efforts take many forms on many ditterent levels, including: 

s In response to the need for more labor market information for State and local areas under the Worktorce Investment 
Act, BLS works in partnership with the States and the Employment and Training Administration in the Worktorce 
Information Council (WIC), During FY 2002, a WIC workgroup developed a system of standardized methods, 
tools, and software that State Employment Statistics Agencies can use to Conduct job vacancy surveys at the local 
area level. These surveys provide Worktorce Investment Boards with current data on occupations in demand, 
including wages and benetits ottered, tull or part-time opportunities, and education and experience requirements. 

2 BLS, along with 14 other Federal statistical agencies, is a member of the Interagency Council on Statistical Policy, 
which addresses many Common issues, including identifving areas tor collaboration. During FY 2002, the Council 
worked on enhancements to FedStats, a “one-stop shopping” website tor Federal statistics. 

. As a representative on the Economic Classiticetion Policy Committee of the United States, BLS, in partnership with 
the statistical agencies of Canada and Mexico, continued work in 2002 on a joint multi-vear project to develop a 
common product classification system, the North American Product Classitication System. Product lists tor 121 
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different service sector industries were completed and are being tested in all three countries. This new 
Classification system is critical to improving vital economic measures related to measuring the growth of output, 
prices, productivity, and trade. 


Serving the Public 

The effectiveness of BLS data is determined by their timeliness, accuracy, and accessibility. BLS also continuously improves its 

statistical processes and products to ensure that data and dissemination methods are useful and relevant to its customers. Below 

are a few examples of such improvements: 

a BLS published a new official measure of price change at the consumer level to supplement the existing Consumer 
Price Index (CPI) series. The new index more closely approximates a cost-of-living index by reflecting consumer 
responses to changes in relative prices. 

s BLS released its first national monthly Job Openings and Labor Turnover Survey (JOLTS) data as a developmental series to 
provide a more complete picture of conditions in the U.S. labor market. The job openings data from JOLTS indicate the 
unmet demand for labor in the economy, and the turnover data profile the dynamic nature of the economy. 

e This year, BLS published the CPI, Producer Price Index (PPI), and the U.S. Import and Export Price Indexes using 
updated weights. By more frequently updating the weights used to calculate these indexes, BLS produces indexes 
that reflect more accurately changes and patterns in the economy. 


Program Costs 
In FY 2002, net costs for Outcome Goal 1.3 were $509 million. The Bureau's budget and costs grew incrementally from 1999 to 
2002. This trend is attributed primarily to mandatory cost increases; the creation of new programs, such as the JOLTS and the 
American Time Use Survey (ATUS); and important improvements to the CPI, PPI, and Employment Cost Index. 
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DOL Challenges for the Future 
Substantial challenges face BLS, including the changing economy, maintaining sufficient response levels, and evolving 
technology. BLS uses various strategies to address these challenges, which include the following: 
s To respond to the changing economy: 

» Develop and publish new surveys and products, such as the ATUS and the JOLTS, to meet the data needs 
of the American public. 

» Expand service sector coverage in the PPI and in Industry Productivity Measurement to reflect current 
service-producing industries. 

s To maintain a high level of response for its voluntary surveys: 

» Continue to build upon a national training curriculum whereby all field data collectors are trained on the 
best techniques and methods to use in approaching respondent contacts. 

» Provide more options to respondents for reporting their information by expanding the use of electronic 
data collection methods, such as Internet data collection, touch-tone data entry, computer-assisted 
telephone interviews, electronic mail, and electronic file transfer. 

s To meet the challenges of evolving technology: 

» Continue to identify ways to improve the accessibility and usability of BLS data through enhanced 
dissemination methods, such as providing users Internet access to interactive maps that will improve their 
understanding of geographically based data series. 

» Continue to ensure the security of our computer systems and confidential data by improving virus 
protection and developing and testing continuity of operations plans. 
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Produce and disseminate timely, 
accurate, and relevant economic information. 


The Bureau of Labor Statistics reports performance for this 
goal using such measures as timeliness, output, relevancy, 
accuracy, and access. Extracted from those measures and 
presented here are the following measures: timeliness, 
accuracy, and access. The first, timeliness, addresses how 
often the Department’s Bureau of Labor Statistics (BLS) 
meets the release dates in the published schedule of its 
Principal Federal Economic Indicators. The second 
measure is accuracy. Decision-makers need to know how 
well BLS statistics reflect the economic activity described. 
The third, access, reflects the continued improvements to 
the BLS Internet site. 


FY 2002 Results: The goal was achieved. Performance 
measures were met fully for all three of the 
goal’s dimensions. 
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Timeliness 

Analysis of Results: The Department met the timeliness 
measures for all programs. An evaluation of the Office of 
Publications and Special Studies report of release dates 
against the release schedule of BLS Principal Federal 
Economic Indicators provides the data for measuring the 
results of the timeliness indicator. The report includes the 
results of these indicators: National Labor Force; 
Employment, Hours, and Earnings; Consumer Price Index; 
Producer Price Index; U.S. Import and Export Price 
Indexes; and Employment Cost Index. 


For these indicators, the Department scheduled 52 
releases in 2002, comprised of quarterly releases of the 
Employment Cost Index and separate monthly releases of 
the National Labor Force; Employment, Hours, and 
Earnings; Consumer Price Index; Producer Price Index; 
and U.S. Import and Export Price Indexes. 


Strategies: The public-mail Anthrax incidents produced 
major challenges to BLS processes since several surveys 
collect data from respondents by mail. This was especially 
the case for two monthly indicators, U.S. Import and 
Export Price Indexes and the Producer Price Index. Using 
a combination of fax and telephone collection methods, 
BLS ensured release dates were met and index quality was 
retained. These actions have improved some processes; 
for example, respondents of the U.S. Import and Export 
Price Indexes now routinely fax responses back to BLS, 
which has improved the timeliness of respondents’ data. 


Accuracy 

Analysis of Results: The indicators met the established 
accuracy targets. Each of the indicators addressed in this 
goal has a unique accuracy measure. Appendix 4 provides 
information on individual program measures and 
performance. The accuracy measure not only assures that 
the indicator reflects the economic activity described, but 
also that it is relevant to the user. 


To remain responsive to those who rely on BLS data, the 
Department continuously invites advice and ideas from 
users and experts in business, labor, professional and 
academic organizations, and from members of the public. 
In FY 2002, the Federal Economics Statistics Advisory 
Committee (FESAC), which is composed of economic, 
statistical, and behavioral science researchers, continued 
its work. This committee provides advice and 
recommendations in areas such as statistical methodology, 
survey design, and data collection and analysis. For 
example, the FESAC reviewed two papers on the 
advisability of seasonal adjustment practices with data 
from the National Labor Force and the Employment, 
Hours, and Earnings programs. Committee members 
endorsed the proposed use of concurrent adjustment. 
Additionally, spring and fall meetings of the BLS Business 
and Labor Research Advisory Councils took place as 
scheduled. These two Councils advise BLS regarding its 
statistical and analytical work, providing perspectives in 
relation to the needs of the business and labor 
communities, respectively. 


Strategies: The Department continues to use various 
strategies to maintain a high level of cooperation for its 
voluntary surveys. One strategy has been to increase the 
number of options available to respondents for transmitting 
their information to the Bureau. By giving respondents 
more data collection options, the Department hopes to 
ease their burden. For example, the Employment, Hours, 
and Earnings program encourages respondents to provide 
data monthly through the Internet, in addition to other 
options such as touch-tone data entry, computer-assisted 
telephone interviews, and electronic file transfer. As 
already discussed, the U.S. Import and Export Price 
Indexes program has expanded the use of fax. Finally, 
the Employment Cost Index employs email as a data 
collection vehicle. Many of the Department's other 
statistical programs will offer these data reporting options 
in the future. 


Worktorce 


Enhance Upportunities for America s 


Access 

Analysis of Results: The BLS Internet site continues to 
improve. In June, for example, the Department added 
features to enable users to obtain data from the BLS 
website and view the information in a graphical format. 
Line graphs now are available for every time series on the 
BLS Internet site; with a few clicks of a computer mouse, a 
user can access over 60 million line graphs. 


Goal Assessment and Future Plans: The performance 
measures for the timeliness and accuracy dimensions 
remain the same in FY 2003. The access measure will 
change to reflect the continued improvements to the BLS 
Internet site. The new performance indicator for 

FY 2003 is: 


Improve the BLS Internet site, to include (1) providing 
access to interactive maps that will improve user 
understanding of geographically based data series, and (2) 
expanding access to National Labor Force statistics by 
building a new interactive query tool tailored to the 
program's wealth of demographic information. # 


(Goal 1.3A — FY 2002 Annual Performance Plan) 
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improve Economic Measures 


Improve the accuracy, efficiency, and relevancy of 
economic measures. 


This goal measures achievement of significant milestones 
that reflect the Department's Bureau of Labor Statistics 
(BLS) commitment to continuous improvement of its 
statistical processes and products. 


Results: This goal was fully achieved. All FY 2002 
milestones for improving the accuracy, efficiency, and 
relevancy of the economic measures were achieved. 


Analysis of Results: 

Milestones for Significant 

New or Enhanced Efforts in FY 2002 

Consumer Price Index, Superlative Index: DOL published 
a new measure of price change at the consumer level to 
supplement the official Consumer Price Index with release 
of July data. This index more closely approximates a 
cost-of-living index by reflecting more completely the 
consumer responses to changes in relative prices. 
Production of this type of index was a 1996 
recommendation of the “Boskin Commission,” and is 
supported by the recent “Schultze Committee” report 
published by the Committee on National Statistics. 


Consumer Price Index, Expenditure Weights: Beginning 
with January data, DOL updated consumption expenditure 
weights to reduce the age of the Consumer Price Index 
market basket, and will continue to update the weights 
every two years. The age of the weights used in the index 
will now range between two and four years, a substantial 
reduction from the 7.5 years when the 1993-1995 weights 
were dropped in January 2002 and the 14.5 years when 
the 1982-1984 weights were revised in January 1998. The 
use of more current weights will reflect more accurately 
how consumers allocate their spending. 


Consumer Price Index, Computer-Assisted Data 
Collection: DOL successfully completed a full field 

test of a new computer-assisted data collection system 
to electronically collect Consumer Price Index items 
other than rent, and will phase the system into 
production during FY 2003. Electronic collection offers 
numerous benefits, including the reduction in time 
required to transmit and process data; increased accuracy 
and efficiency (as direct data entry and review by field 
staff replaces the completion of paper surveys for later 
input by clerical staff); and editing of data during the 
collection process. 


Producer Price Index: DOL re-weighted the Producer 
Price Indexes using 1997 shipment values and updated 
input/output ratios. The updated weights provide a 
more current revenue value for each industry, and the 
updated input/output ratios allow for more accurate 
adjustment for transactions among companies within 
any industry grouping. 
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U.S. Import and Export Price Indexes: To accommodate 
the fast pace of products entering and exiting the 
marketplace in the international economy, DOL re- 
weighted and published U.S. Import and Export Price 
Indexes using 2000 trade values with the release of 
January data. 


Job Openings and Labor Turnover Survey: DOL released 
its first monthly Job Openings and Labor Turnover Survey 
(JOLTS) data as a developmental series to provide a more 
complete picture of conditions in the U.S. labor market. 
The job openings data from JOLTS indicate the unmet 
demand for labor in the economy, and the turnover data 
profile the dynamic nature of the economy. 


Covered Employment and Wages: For the first time, DOL 
published Covered Employment and Wages data (CEW) for 
calendar year 2001 using a North American Industry 
Classification System (NAICS) 2002 structure. NAICS 
replaces the Standard Industrial Classification system, and 
offers a new and more consistent approach to industrial 
classification that better reflects the modern economy. 

BLS establishment survey programs use the CEW program 
output as a sampling frame. 


Productivity: DOL produced 18 new measures of labor 
productivity for 3-digit Standard Industrial Classification 
service-producing industries. These measures will provide 
valuable information on the changing dynamics and 
performance of the service-providing sector — the largest 
and fastest growing segment of the economy. 
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for this goal in FY 2003 are: 

e Complete conversion of Current Employment Statistics, 
Job Openings and Labor Turnover Survey, and Current 
Population Survey data series to the North American 
Industry Classification System. 

® Begin implementation of a two-year rotation process to 
update item samples within existing establishments for 
the Consumer Price Index. 

es Complete a staged implementation of electronic data 
collection for Consumer Price Index items other than rent. 

s Complete all the system components of the 
modifications necessary to support the 2004 
introduction of annually weighted U.S. Import and 
Export Price Indexes. 

w Produce measures of labor productivity and unit labor 
costs for two additional service-producing industries 
and multifactor productivity and related cost measures 
for one additional service-producing industry. 

se Implement the use of the BLS Internet Data Collection 

Facility in at least two surveys. @ 


(Goal 1.3B — FY 2002 Annual Performance Plan) 
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ITERESTS AND SKILLS AND TO REVIEW THEIR TRAINING OPTIONS. 
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Strategic Goal 2 


A Secure Workforce 
Promote the Economic Security of Workers and Families 


DOL is committed to promoting the economic security of workers and their families by protecting workers’ hours 
wages, and other job conditions; providing unemployment Compensation and other benefits when workers are 
unable to work; and expanding, enhancing, and protecting pension, health care, and other benefits. Priorities 

are to increase compliance with minimum wage and overtime requirements; promote secure retirements 

for working Americans; provide more pensions for women and employees of small businesses; broaden access 

to health care; and shorten periods of unemployment in those areas suffering from rapid economic change 


PHOTO! DEPARTMENT OF AGRICULTURE 

MIGRANT WORKERS LOAD WATERMELONS FRESH FROM FIELDS NEAR RAYMONDVILLE, TEXAS. DOL 18 RESPONSIBLE 
FOR ADMINISTERING AND ENFORCING THE MIGRANT AND SEASONAL AGRICULTURAL WORKER PROTECTION ACT 
THAT ESTABLISHES MINIMUM STANDARDS FOR WAGES AND WORKING CONDITIONS FOR MIGRANT AND SEASONAL 


AGRICULTURAL WORKERS. 


Outcome Goal 2.1 
Increase Compliance with Worker Protection Laws 


Overview 
The Department of Labor administers and enforces more than 180 Federal laws. These mandates and their governing 
regulations cover over 10 million employers and 130 million workers in various workplace activities. DOL enters the 21st 
Century having recently celebrated both the 64th anniversary of the Fair Labor Standards Act, which established minimum 
wage, overtime standards and child labor restrictions, and the 28th anniversary of the Employee Retirement Income Security 
Act (ERISA), which protects the integrity of private pension, health, and other employee benefit plans. While these hallmark 
worker protection laws have endured, many new and difficult issues have arisen as dynamic and complex changes 
transform America’s workforce. 


Serving the Public 
In furthering the economic security and welfare of workers and families, the Department utilizes a multi-pronged approach, 
which includes compliance assistance, education, private/public partnerships and, should this approach fail, a balanced, 
consistent enforcement program. The Department involves all segments of business and industry—contractors, 
manufacturers, retailers, consumers, worker advocacy groups, financial and health care communities, and unions—in 
advancing the economic well being of the Nation’s workers. The DOL organizations dedicated to achieving this goal are 
the Employment Standards Administration and the Pension and Welfare Benefits Administration. Both agencies have 
developed programs that assist businesses and other organizations subject to DOL's regulations to comply with their 
provisions through public education and outreach, as opposed to limiting their efforts to traditional enforcement techniques 
that detect violations after workers have suffered harm. 


The Department devotes significant resources to increasing public access to vital information that enables individuals and 


practitioners to better understand and monitor their rights under the law. Each year, the Department distributes thousands of 
publications and pamphlets that provide basic information about voluntary compliance, and staff participate in hundreds of 
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educational meetings, conferences, and seminars as part of the DOL outreach effort. More recently, the Department has 
experimented with voluntary correction programs that have been well received by the regulated community, such as the 
Voluntary Fiduciary Correction Program and the Delinquent Filer Voluntary Compliance program. 


In support of the enforcement of laws designed to guarantee an honest day’s pay for an honest day’s work, DOL engages in 
strategic partnerships with employer associations, multi-establishment employers, commercial consumers, the States, and 
intermediaries — non-governmental agencies and organizations such as faith-based groups, unions, and other social service 
organizations with direct contact with workers, especially low-wage workers and those facing language barriers. DOL has 
an ongoing relationship with the National Interfaith Committee for Worker Justice, and projects—such as including labor 
and safety issues in church bulletin inserts—are underway. 


In addition, the Department collaborates with the Small Business Administration, the U.S. Chamber of Commerce and 
Merrill Lynch by co-sponsoring an interactive website, www.selectaretirementplan.org, which is a tool to help small 
business owners determine what type of pension or retirement savings would best fit their companies’ needs. The 
Department also has a longstanding partnership with the American Savings Education Council in an effort to encourage 
Americans to better prepare for retirement through savings. Finally, DOL works closely with State insurance commissioners 
to educate health benefit plan professionals and employers on the changing health benefit laws, bringing together 
representatives of the Department, other Federal agencies, and the State insurance offices. 


Program Costs 
The FY 2002 net costs for Outcome Goal 2.1, at $350 million, represent the compliance assistance and enforcement efforts 
of both the Employment Standards Administration, which is responsible for upholding minimum wage, overtime and other 
workplace standards and the safeguarding of union democracy; and the Pension and Welfare Benefits Administration, which 
is responsible for oversight of pension and health benefit plans. The increase in costs supported improving workers’ security 
in the following areas: responsibilities in the health care arena resulting from laws passed between 1996 and 1998; 
enhanced electronic filing and compliance assistance for the ERISA Filing Acceptance System; expansion of a nationwide 
toll-free help line offering information about Federal minimum wage, overtime, child labor, and record keeping 
requirements; enhancement of compliance assistance activities for low wage industries; and electronic filing and internet 
disclosure of union annual financial reports. In addition, the Department fully implemented the Orphan Plan initiative, 
which identifies pension plans that have been abandoned by fiduciaries through death, neglect, bankruptcy, or 
incarceration, and preserves the assets for the benefit of the plans’ participants. 


Net Costs ($) 


400 
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DOL Challenges for the Future 


The primary challenge for DOL’s worker protection agencies in the 21st Century will be to ensure that the protections are 
appropriate for and keep pace with the changes occurring in the American workforce. The private pension system is 
essential to the security of American workers, retirees and their families. The Department must raise the confidence of the 
American workforce in the security of their retirement savings by strengthening the pension system, without unnecessarily 
limiting employers’ willingness to establish and maintain plans for their workers or employees’ freedom to direct their own 
savings. Virtual workplaces, aging workers, increased numbers of women and minorities in the workforce, immigration, 
organized labor, the growth of small businesses, and the ongoing shift from a manufacturing to a service economy will all 
be important factors as U.S. businesses strive to comply with worker protection laws in the future. The use of technology 
assists the Department to more effectively inform employers of their obligations and to protect workers’ benefits and rights. 
Toll-free customer service “Help Desks” and on-line advisors provide new opportunities for interactive assistance between 
the Department and its customers. 
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Protect Workers’ Wages 


Covered American workplaces legally, fairly, and safely 
employ and compensate their workers as indicated by: 


1. Reducing employer violation recidivism. 

2. Increasing compliance in industries with chronic 
violations, i.e., garment manufacturing, long-term 
health care and agriculture. 


Results: The goal has been substantially achieved. The 
two sub-objectives contain 18 indicators; performance 
for 16 indicators was fully achieved, and not achieved 
for two others. However, the two indicators not achieved 
involved the garment industry in New York City, which 
was significantly impacted by the terrorist attacks of 
September 11, 2001. 


Program Description: DOL administers and enforces a 


number of Federal statutes that establish minimum 
standards for wages and working conditions, including the 
Fair Labor Standards Act (FLSA), the Migrant and Seasonal 
Agricultural Worker Protection Act (MSPA), the Family and 
Medical Leave Act (FMLA), certain provisions under the 
Immigration and Nationality Act, and various government 
contract laws. 


This goal includes two sub-objectives, with various 
indicators to measure progress. A specific analysis of the 
results, strategies, and future plans by indicator follows. 


1. Reduce employer violation recidivism. In FY 2002, 
establish baselines for the percentage of reinvestigations 
without violations; percentage of reinvestigations with 
any violation; and percentage of reinvestigations with 


Results: This performance indicator was achieved. 


Analysis of Results: In FY 2002, DOL completed 4,942 
reinvestigations of employers who had been the subject of 
an earlier DOL enforcement action. The employers may 
or may not have violated DOL standards when previously 
investigated. Of the total reinvestigations, 1,677 (34 
percent) found no violations. Of the remaining 3,265 
reinvestigations in which violations were found, 1,242 
(25 percent) of the employers continued to violate one or 
more of the statutes administered by DOL. Another 938 
employers (19 percent) committed violations identical to 
those identified during the previous enforcement action. 
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DOL laws protect over 130 million workers in more than 
7 million workplaces. Given available investigative 
resources, DOL is working to improve the effectiveness of 
its compliance assistance program and enforcement 
interventions to help ensure that employers subject to an 
investigation understand the law and compensate their 
employees as required. Recidivism data will assist the 
Department to develop more effective compliance 
assistance programs and materials, and will provide the 
opportunity for targeted enforcement interventions against 
serious and repeat violators. 


Strategies: DOL is implementing a number of strategies to 
decrease the number of employers that fail to compensate 
employees according to the law, especially those that 
commit identical violations. For example, the Department 
will offer a revised comprehensive education program, 
including technology-based compliance assistance. DOL 
also provides compliance assistance on all applicable 
statutes during the conduct of an investigation; secures 
specific commitments for future compliance following an 
intervention; and obtains commitments for corporate-wide 
compliance by multi-establishment employers following a 
history of interventions. The Department assesses 
penalties, pursues litigation and prosecution, and 
publicizes the consequences of non-compliant behavior 
for willful and repeat violators. 


Goal Assessment and Future Plans: DOL has set the 
following modest improvement goals for FY 2003: 


w Increase the percentage of reinvestigations without any 
violations by two percentage points; and 


w Decrease the percentage of prior violators with 
identical violations by two percentage points. 


In recognition of the agency’s core complaint work and to 
add a customer-focused goal to address the timely 
resolution of employee complaints, in FY 2003 DOL has 
established a new goal to decrease the average number of 
days to conclude a complaint by two percent. 


2. Increase compliance in industries with chronic 
violations, including garment manufacturing, the 
long-term health care industry, and agriculture. 


In FY 2002, the Department established a number of 
indicators on an industry-by-industry basis that, according 
to our performance data, relate directly to overall 
compliance in the industries. Successful achievement of 
the targets for these indicators will have a positive impact 
on overall industry compliance that will be measured in 
subsequent fiscal years. 


Background: The indicators for this sub-objective measure 
progress toward improving conditions in industries with 
significant historical levels of non-compliance. The factors 
that originally led the Department to target these 
industries—increasing reliance on immigrant and 

minority workforces, intense external competitive 
pressures and high turnover rates—remain prevalent 

today, and continue to influence the compensation of 
workers in these industries. 


The major garment centers in the U.S. are in New York 
City and southern California. According to BLS data, in 
July 2002 the garment industry employed approximately 
525,000 workers in the U.S.—down from just over one 
million in January 1990. These garment workers are 
mostly immigrant (both legal and illegal), vulnerable to 
exploitation and unlikely to complain about unsafe 
working conditions and failure to receive wages. The 
525,000 figure does not, however, include what is 
believed to be a relatively large number of workers in the 
underground economy in areas where the garment 
industry is most unstable. 


Several investigation-based compliance surveys in garment 
manufacturing in recent years have determined that low 
levels of these employers compensate their workers as 
required by law. In southern California, the latest survey 
in 2000 found only 33 percent of the contractor shops in 
compliance; a 2001 survey in New York City found 52 
percent in compliance. With respect to the employees, 63 
percent of southern California and 62 percent of New York 
City garment workers received proper wages. The 
Department's surveys have also provided data showing that 
monitoring of contractor shops by manufacturers improves 
compliance, that new contractors are less likely to comply 
with the law, and that employees paid “off the payrolls” 
are more likely to be under-compensated. 
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The long-term health care industry—which employs 2.3 
million workers—is one of the fastest growing in the 
country. BLS projects that the industry will add 1.1 
million jobs in healthcare support occupations by 2010, in 
part because of the aging population. The nursing home 
industry has—over the last several years—suffered 
increasingly common staffing shortages, bankruptcies, and 
limits on government reimbursements, and these pressures 
contribute to overtime violations. 


As in garment manufacturing, DOL has been conducting 
investigation-based compliance surveys in the long-term 
health care industry. A 2001 survey of residential care 
facilities found 60 percent of employers in compliance 
with the FLSA; a 2000 survey of nursing homes found 40 
percent. These surveys found that 86 percent of the 
employees in residential care and 89 percent in nursing 
homes were paid or employed in compliance. Most 
employers that violated the law had failed to pay 
required overtime. 


Since 1990, DOL has been targeting the agriculture 
industry in an effort to increase compliance. The U.S. 
is harvesting more labor-intensive crops, such as 
vegetables, fruits, nuts, and berries, than ever before. 
The workers’ wages are low, and the work is seasonal 
and sporadic. Because of the migratory nature of the 
work, workers are often transported by others and 
housed in temporary quarters. 
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DOL's initial approach was to improve compliance in 
identified agricultural commodities, such as tomatoes, 
cucumbers, garlic, lettuce and onions. As in the other 
industries with chronic violations, DOL conducted 
investigation-based compliance surveys in these 
commodities. These surveys all found low levels of 
compliance with the disclosure, housing, wages and 
transportation provisions of MSPA, which have the greatest 
impact on agricultural workers. Throughout the 1990's, 
investigations in other commodities found similar 
violations, and DOL therefore changed its focus in FY 
2002 from identified commodities to compliance with the 
disclosure, housing, wages and transportation provisions 
in labor-intensive agriculture. 


For all three industries with chronic violations (previously 
identified as “low-wage industries”), DOL now measures 
the number of employees paid or employed in compliance 
as well as the number of employers in compliance. 


An industry-specific analysis of the indicator targets follows. 


Garment Manufacturing 
Results: All three indicators for southern California were 


achieved; the two indicators for New York City were not 
achieved. 


Southern California Garment Industry 


Increase by 2 percentage points the number of 
manufacturers that monitor their contractor shops for 
compliance in southern California 


Analysis of Results: In FY 2002, 53 percent of the 
manufacturers contacted were monitoring—an increase of 
12 percentage points over the FY 2001 measure (41 
percent). In the FY 2000 investigation-based compliance 
surveys in southern California, DOL found that the level of 
compliance for contractor shops effectively monitored by 
their manufacturers was 44 percent compared to 11 
percent for shops not monitored. 


Strategies: Several strategies were implemented to 
encourage manufacturers to monitor. DOL made face-to- 
face visits with manufacturers to discuss and obtain an 
agreement to implement an effective monitoring program 
or improve an existing program. If these manufacturers 
initiate or improve monitoring practices, an estimated 500 
or more contractors in the Los Angeles Basin could be 
affected. DOL also conducted monitoring training 
sessions, including two in the Korean language. 


Increase by 2 percent the average number of monitoring 
components used by manufacturers in monitoring their 
contractors for compliance 
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Analysis of Results: In addition to a higher level of 
compliance for contractors’ shops monitored by their 
manufacturers, DOL's investigative surveys showed that 
more effective monitoring—especially payroll reviews and 
unannounced visits—improved the level of compliance 
even more. During the visits to manufacturers, training 
seminars, and investigations discussed above, DOL 
emphasized the effectiveness of monitoring. In FY 2001, 
the average number of elements was 5.5 (out of the 
possible eight). In FY 2002, the average number of 
elements used by those manufacturers that monitored their 
shops for compliance was 6.37 (a 15 percent increase), 
exceeding the target. A further analysis of the data shows 
that 84 percent of the manufacturers that monitored 
conducted unannounced visits (an increase from 67 
percent in 2001) and 84 percent conducted payroll 
reviews (a decrease from 88 percent in 2001). 


Increase by 2 percentage points the percentage of 
contractors in southern California that pay all employees on 


the payroll 


Analysis of Results: The 2000 survey in southern California 
found that 63 percent of the contractors investigated paid 
all their employees on the payroll. The cases subject to 
measurement in FY 2002 found that 92 percent of the 
contractors were paying their employees on the payroll, 
exceeding the target. The 2000 survey found that those 
shops paying employees “on the payroll” were more likely 
to be in compliance. None of the shops paying 
employees “off the payroll” were found in compliance 
during the 2000 survey. 


Strategies: The FY 2002 Contractor Compliance Assistance 
Program included visits to garment contractors employing 
6,932 production workers. DOL also conducted 
compliance assistance seminars, emphasizing the benefits 
for paying workers “on the payroll.” Enforcement 
included 25 investigations to gauge the effectiveness of the 
Contractor Compliance Assistance Program, and 48 
percent of the shops were in compliance — higher than 
the level determined in the 2000 survey. 


New York Garment Industry 


Increase by 4 percentage points the level of compliance 
of new contractors in New York City through 


compliance education 


Analysis of Results: The 2001 New York City compliance 
survey found 51 percent of new contractors compensated 
their employees in compliance with the law. In FY 2002, 
DOL found that six of 14 new contractors (43 percent) 
participating in the NYC Compliance Assistance Program 
for New Contractors were in compliance and the indicator, 
therefore, was not achieved. Although the target was not 
met, the findings represent an improvement over the 1999 
survey, when contractors in business for 2 years or less 
had compliance rates of 25 percent compared to the rate 
of 52 percent for those in business longer than 2 years. 
Although not quantifiable, the terrorist attacks of 
September 11, 2001, significantly impacted the viability of 
the New York City garment industry and DOL’ efforts to 
increase compliance. 


Strategies: In conjunction with the payroll audit phase of 
the Compliance Assistance Program for New Contractors, 
DOL contacted shops newly registered by New York State. 
Only about half participated in an audit, during which 
DOL provided materials on compliance, reviewed payroll 
records, and recommended corrective action, if 
appropriate. Of the 14 shops randomly selected for 
investigation in the second phase, six (43 percent) paid 
their workers in compliance with the law. Other 
compliance assistance targeting new contractors included 
IRS and SBA outreach events in garment districts. 


Increase by 2 percentage points the number of contractors in 
New York City that pay all employees “on the payroll” 


Analysis of Results: The 2001 New York City compliance 
survey found 52 percent of the contractors paid employees 
“on the payroll.” In FY 2002, only 43 percent (31 of 72 
contractors) paid their employees “on the payroll,” and the 
indicator was therefore not achieved. A large proportion 
of the contractors investigated during FY 2002 engaged in 
business with manufacturers with a history of “hot goods” 
violations, were located in geographic areas where 
violations are prevalent, or were investigated as a result of 
potential indications of violations. As a consequence, the 
compliance level could be expected to be less than the 
2001 baseline developed from a random sampling of al/ 
registered contractors in New York State. 


Strategies: DOL was an active participant in the New York 
City Apparel Industry Compliance Program, including 
improving the contractor screening tool for training, 
helping to develop the training syllabus, and conducting 
contractor training. Also, DOL conducted training 
seminars for contractors identified as a result of “hot 
goods” investigations of manufacturers. In addition, DOL 
collaborated with the State of New York Department of 
Labor, referring cases to the New York State Attorney 
General’s Office for consideration of criminal prosecution 
against contractors that paid employees “off the payroll.” 


Goal Assessment and Future Plans: DOL will add an 
objective for garment manufacturers in southern 
California: establish a baseline of the percent of 
employees paid “on the payroll.” In New York City, 
DOL will continue efforts to increase the number of 
garment employees who are paid “on the payroll” and 
add an objective: increase by 2 percent the number of 
manufacturers that monitor their contractor shops 

for compliance. 


Long-Term Health Care 
Results: All three indicators were achieved. 


Increase by 6,000 the number of employees of multi- 
establishment nursing home corporations impacted by 
corporate proactive steps such as training and self-audits. 


Analysis of Results: In FY 2002, DOL finalized an 
agreement with one of the major nursing home chains 
that provides for proactive steps to promote FLSA 
compliance among their multiple establishments. Alterra 
Health Care is a multi-state nursing home enterprise with 
some 400 facilities, and employs 12,500 full and 

part time employees. The enterprise has agreed to 
undertake internal monitoring of FLSA compliance in its 
facilities and agreed to a program of training and 
enterprise-wide compliance assistance. Also, a 
California-based nursing home chain, Pleasant Care 
Corporation, entered into a consent judgement with the 
Department, and agreed to, among other things, cooperate 
with DOL in developing a program of corporate training 
and self-monitoring to compensate its 3,926 employees as 
required by law. Altogether, an additional 16,426 
employees will benefit from these agreements. 


Strategies: DOL developed a proactive compliance 
assistance program to encourage corporations, their 
management staff, and facility operators to prioritize 
paying wages and setting work hours that comply with the 
FLSA. This strategy maximizes the impact of the laws and 
prevents violations before they occur. Litigation was also 
used as a strategy to compel recidivist employers to take 
responsibility for corporate-wide compliance. 
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Increase by 5 percent the number of employers (nursing 
homes) that were provided compliance assistance 
information through seminars and other outreach efforts. 


Analysis of Results: DOL provided compliance assistance 
in FY 2002 to 7,681 employers in the nursing home 
industry either through mailings, seminars or during 
conference exhibits, a 215 percent increase over the 
2,437 employers reached in FY 2001. 


Strategies: During FY 2002, DOL offices developed 
seminars for health care employers; attended seminars; 
staffed booths at national and regional association 
conferences; and sent mailings to nursing home 
establishments. DOL reached out to human resources 
professionals and nursing home administrators in an effort 
to educate those individuals in a position io impact 
compliance. The agency also collaborated with State 
agencies and employer associations to maximize the 
impact of compliance assistance and effectively utilize 
agency resources. 


Establish a baseline of the number of employers (residential 
living/group homes) in compliance with the record keeping 
requirements of the Fair Labor Standards Act 


Analysis of Results: Seventy-seven percent of employers in 
the residential living (group home) segment of the health 
care industry complied with the record keeping 
requirements. Employers in the residential living segment 
of the long-term care industry often fail to accurately 
record the number of hours that employees work, and pay 
caregivers a flat per week or per month rate regardless of 
the number of hours worked. As a result, employers may 
fail to compensate workers for overtime hours worked. 
Improvements in record keeping should result in increased 
compliance with the FLSA overtime provisions. However, 
since the baseline data are drawn from employers selected 
for investigation for a variety of reasons, including 
previous history of violations, the data are not reflective of 
record keeping compliance in the industry as a whole. 


Goal Assessment and Future Plans: In FY 2003, in the 
nursing home segment of the industry, DOL will seek to 
increase the number of employees paid in compliance 
with FLSA. Hand-in-hand with this objective, DOL has 
established a customer satisfaction objective to increase 
the percentage of nursing home complaint cases 
concluded in 180 days. 
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Agriculture 
Results: The seven indicator targets were achieved. 


Establish baselines of compliance with the Migrant and 
Seasonal Agricultural Worker Protection Act (MSPA) 

of disclosure, wages, housing and transportation 
and with the child labor provisions of the Fair Labor 
Standards Act relative to selective agricultural commodities 
in various locations in the U.S. 


Analysis of Results: During 2002, DOL completed 2,012 
cases in agricultural hand-harvested industries, and 
identified MSPA findings in 1,337 investigations of 
some 38 different commodities. Investigation findings 
were analyzed to determine the level of compliance 
with the four core MSPA provisions that provide the 
greatest protections for agricultural workers — disclosure, 
wages, housing and transportation. The data provided 
the following percentages of investigated employers 

in compliance. 


DISCLOSURE 61% 
wages 91% 
HOUSING SAFETY ANO HEALTH 74% 
TRANSPORTATION 
VEHICLE SAFETY 88% 
Prorer DRIVER LICENSE 90% 
PROPER VEHICLE INSURANCE 85% 


Of the total agricultural investigations completed, 
40 found child labor violations. 


PERCENT OF EMPLOYERS IN COMPLIANCE 98% 
wiTH CHILD LABOR PROVISIONS 

NUMBER OF AGRICULTURAL 40 
INVESTIGATIONS IN WHICH 

CHILO LABOR VIOLATIONS FOUND 

NUMBER OF MINORS EMPLOYED 157 


IN VIOLATIONS 


98 


The percentage of contractors found in compliance with 
the MSPA housing provisions are drawn from the agency’s 
database of investigations. These percentages are not 
intended to represent the leveis of compliance in the 
industry, since nearly 95 percent of the completed cases 
targeted employers in commodities like tomatoes, onions, 
lettuce and cucumbers that have been the focus of the 
agency’s compliance efforts or had a history of prior 
violations. The data do, however, provide the agency 
with a relative perspective on which of the MSPA 

critical provisions are most commonly violated and thus, 
where the agency should direct its resources. The data 
also support the agency's decision to shift from a 
commodity-based targeting strategy to a targeting strategy 
more closely based on the statutory provisions. 


Goal Assessment and Future Plans: Based on the analysis of 
the FY 2002 data, DOL will direct its FY 2003 compliance 
assistance and enforcement resources to increasing 
employer compliance with the MSPA housing safety and 
health standards. » 
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Annual Report Fiscal Year 2002 


A Secure Workforce 


Increase Compliance 
with Worker Protection Laws 


Advance safeguards for union financial integrity and 
democracy and the transparency of union operations as 
indicated by: 


1. Improving the timeliness of union financial reports that 
contain information sufficient for public disclosure. In 
FY 2002, initiate a new electronic forms application and 


electronic submission system and establish a baseline for 


timely filing under the new process. 


2. Extending Labor-Management Reporting and Disclosure 
Act (LMRDA) protections for union financial integrity to 
a greater number of labor organizations through the 
more effective use of investigative resources. In FY 
2002, establish a baseline of the percentage of 
investigative resources applied to criminal investigations 
that result in convictions. 


Results: The goal was achieved. The Department issued 
electronic reporting formats for union annual financial 
reports in January 2002 and implemented the electronic 
submission process in July. The Department established a 
baseline for the timely filing of union reports under this 
new system: 44 percent of unions with annual receipts 
greater than $200,000 timely filed union financial reports 
for public disclosure access. 


The Department established a baseline of 50 percent for 
the percentage of investigative resources applied to 
criminal cases that result in convictions, as an indicator of 
efficiency in extending financial integrity protections to 
labor organizations. 


Program Description: Through its administration and 
enforcement of the Labor-Management Reporting and 
Disclosure Act (LMRDA), DOL’s Employment Standards 
Administration (ESA) safeguards union democracy and 
financial integrity and the transparency of union 
operations. The LMRDA requires reporting by unions and 
other covered entities for the purpose of public disclosure; 
establishes certain standards for union officer elections; 
and provides certain union financial integrity protections, 
including criminal provisions for the embezzlement of 
union funds. In carrying out its responsibilities under the 
LMRDA, ESA performs four types of activities: 

civil and criminal investigations and enforcement actions; 
union compliance audits; reports/public disclosure 
administration; and compliance assistance. 


Analysis of Results: The filing of timely and accurate 
financial reports by unions remains a critical objective of 
the LMRDA program to safeguard union democracy and 
financial integrity. The electronic reporting format will 
substantially improve reporting compliance by unions 
through automated error checks, error summary reports, 
and increased ease of filing. Increasing compliance with 
reporting requirements will significantly expand public 
access to filed union reports via the Internet. In analyzing 
the baseline of 44 percent timely report filings, the 
Department noted that there was a substantial mail delay, 
which at one point during FY 2002 amounted to two 
weeks, as a result of postal security procedures 
implemented following anthrax incidents. In FY 2002, 85 
percent of reports required of unions with receipts greater 
than $200,000 were received within 14 days after the due 
date. Although every late submission cannot be attributed 
to mail delays, this circumstance did have a substantial 
impact on the timely filing rate. 


Performance data with respect to criminal investigations 
are continually reviewed to enhance the effectiveness of 
agency efforts to advance LMRDA union financial 
integrity protections. 
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Strategies: The Department employs a variety of 
partnership, compliance assistance, and enforcement 
strategies to achieve timely and accurate reporting by 
unions, and these will continue in FY 2003. These 
strategies include reminding unions delinquent in the prior 
year to file their reports on time and establishing 
partnerships with international unions to promote timely 
report filing by their affiliates. DOL will emphasize 
expanded use of the electronic forms in order to ensure 
reporting completeness and accuracy. 


The Department will seek greater efficiency in conducting 
criminal investigations to optimize the use of agency 
resources in extending financial integrity protections to 
more laber organizations. Compliance assistance and 
liaison with union officials, as well as union audits, will 
complement criminal investigations and enforcement as 
essential components of a balanced strategy to advance 
union financia! integrity protections. 


Goal Assessment and Future Plans: The Department plans 
to implement a goal to improve the completeness and 
accuracy of filed reports following the development of 
baseline information in FY 2003. In addition, DOL plans 
to expand the goal to address in a more comprehensive 
manner the LMRDA program’s missions to ensure union 
democracy and financial integrity. = 
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Annual Report Fiscal Year 2002 


A Secure Workforce 


Provide For Secure Pension Plans 


Increase by 5% per year (to 1,993) the number of closed 
fiduciary investigations of employee pension plans where 
assets are restored, prohibited transactions are corrected, 
participant benefits are restored, or plan assets are protected 
from mismanagement and risk of future loss is reduced. 


Results: The Department substantially achieved this goal, 
increasing by 4.5 percent (to 1,985) the number of closed 
fiduciary investigations where assets were restored, 
prohibited transactions were corrected, participant 
benefits were restored, or plan assets were protected from 
mismanagement and the risk of future loss was reduced. 


Program Description: When a fiduciary’s mismanagement 


of assets or imprudent administration places pension 
benefits at risk, the Department's Pension and Welfare 
Benefits Administration (PWBA) acts on behalf of plan 
beneficiaries to minimize potential loss or to restore losses 
to the plan. Increasing the number of cases with fiduciary 
results demonstrates the Department's success in 
protecting plan assets. PWBA oversees the benefit 
security of a universe of 6 million plans, 150 million 
participants and beneficiaries, and approximately $4.8 
trillion in assets. 


Analysis of Results: During the past year, the Department 
continued to improve the quality of cases selected for 
investigation as demonstrated by the continuing increases 
in the number of cases closed with fiduciary results, a 
primary strategy for achieving the goal. In FY 2002, the 
Department restored approximately $690 million to 
pension plans as a result of its investigative efforts — 
assets that might otherwise have been lost to participants 
and beneficiaries. While monetary recoveries may 
fluctuate significantly and past performance cannot predict 
future performance in any given year, recoveries have 
followed a generally upward trend over the past several 
years. During FY 2002, the Department opened a number 
of high profile, resource intensive, pension investigations 
with far reaching effects on the participant benefits 
community. These high profile cases resulted in numerous 
staff being dedicated to a single case. In addition, FY 
2002 results were impacted by the Health Disclosure and 
Claims Initiative (HDC!) which began in FY 2001 and 
concluded in early FY 2002. More details on the HDC! 
may be found in Goal 2.1D and Appendix 3. The HDCI 
was a major program emphasis in FY 2001 and ultimately 
continued to impact pension case results inio FY 2002. 
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PWBA’s Enforcement Management System (EMS) provides 
the data used to measure the achievement of this goal, 
and the Department has confidence in the accuracy and 
reliability of the data. OIG conducts regular reviews of 
the EMS system and PWBA has continually received high 
marks for its system of checks and balances to ensure high 
quality data. In addition, individuals not involved directly 
with the data input or the investigation must approve case 
openings. Cases with monetary results ultimately receive 
scrutiny throughout the management hierarchy including 
national office oversight and review. 


FIDUCIARY CASES - PENSION PLANS 
CASES WITH PosiTive OQuTcOmMES 


FY 2000-200! FY 2002 Resucr 


Baseuine 


FY 2002 Taracr 
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Strategies: During FY 2002, regional offices continued to 
employ more effective targeting techniques to increase the 
number of cases converted from limited reviews to 
investigations which identify possible fiduciary or criminal 
violations. These techniques included: using special 
computer-generated targeting 
reports to aid the analysis of 
specific types of plans or 
investment/asset categories; 

working directly with financial 
institutions to identify plans 
which may have a delinquent 
contribution problem or which 
may have been abandoned by 
responsible plan officials; 
targeting issues that were 
prevalent in specific 
jurisdictions, then sharing 
successful strategies nationally 
for consideration by other 
regions; and leveraging limited 
investigative resources through 
continued use of the Case 
Opening and Results Analysis 
(CORA) initiative to refine our 
efforts at identifying quality 
cases and their sources. 


PWBA also strives to ensure that stakeholders — plan 
professionals and participants — are empowered with 
knowledge to comply with the law and/or to make 
personal choices. 


Audits and Program Evaluations: The General Accounting 
Office conducted an evaluation of the enforcement 
program and found, in general, that the Pension and 
Welfare Benefits Administration is a well-managed 
program. Further details of the evaluation and specific 
recommendations may be found in Appendix 3. 


Goal Assessment and Future Plans: Developing a 
quantifiable outcome goal to measure PWBA’s success is 
extremely challenging. The Department has developed a 
combination of new performance indices for FY 2003 
which, considered collectively, will better communicate 
PWBA’s performance. In 
developing these indices, 
PWBA intends to: (1) maintain 
maximum flexibility for the 
Secretary to make policy 
judgments regarding 
enforcement, compliance 
assistance, outreach and 
education; (2) reflect 
effectiveness in achieving these 
policy choices; (3) avoid 
unintended incentives (i.e. 
complex v. easy, monetary v. 
non-monetary recovery, big v. 
small plans, health v. pension); 
and (4) measure a multitude of 
diverse strategies (e.g. 
education/outreach, technical 
assistance, enforcement). 
These indices, coupled with 
additional stotistical and 
underlying management 
information, will measure the 
effectiveness of DOL's program in enhancing benefit and 
retirement security. @ 
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Annual Report Fiscal Year 2002 


A Secure Workforce 


Provide for Secure Health and Welfare Plans 


Increase by 5% per year (to 620) the number of closed 
fiduciary investigations of employee health and welfare 
plans where assets are restored, prohibited transactions 
are corrected, participant benefits are restored, plan assets 
are protected from mismanagement, and risk of future 
loss is reduced. 


Results: This goal was 
exceeded. The Department 
increased by 51 percent the 
number of closed fiduciary 
investigations where assets 
were restored, prohibited 
actions were corrected, 
participant benefits were 
restored, or plan assets were 
protected from 
mismanagement, and risk of 
future loss was reduced. 


Program Description: The 
Department's role in the health 
care arena has expanded as a 
result of the enactment of 
legislation that includes 
regulatory and enforcement 
requirements to be implemented 
by the Pension and Welfare 
Benefits Administration (PWBA). 
The Department exercises leadership and oversight to 
protect the interests of in excess of 150 million participants 
and beneficiaries by ensuring the financial solvency and 
prudent operations of approximately 6 million health and 
welfare plans. When a fiduciary’s mismanagement of assets 
or imprudent administration places health and welfare 
benefits at risk, the Department acts on behalf of the 
plan’s beneficiaries to minimize potential loss of benefits 
or to restore losses to the plan. 
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Analysis of Results: The Department's Health Disclosure 
and Claims Initiative (HDCI) introduced during FY 2001 
continued to play a role in the increase in health plan 
investigations closed with positive results. In recent years, 
DOL has dedicated substantial enforcement resources to 
the targeting and investigation of both civil and criminal 
violations relating to health benefit plans, and the Health 
Disclosure and Claims 
Initiative expanded the 
Department's sources of 
information about plans that 
merit attention. As was 
indicated in the FY 2001 
Annual Report on Performance 
and Accountability, the 
Department anticipated that 
the Health Disclosure 

and Claims Initiative would 
continue to have positive 
impact into FY 2002. 

In FY 2002, the Department 
restored approximately $140 
million, or an increase of 112 
percent over FY 2001, to 
benefit plans or directly to 
participants as a result of its 
investigative efforts — assets 
that, in the absence of 
investigative efforts, may have 
been lost. Monetary 
recoveries may fluctuate 
significantly and past performance cannot predict future 
performance in any given year, but recoveries have 
followed a generally upward trend over the past several 
years. PWBA’s Enforcement Management System (EMS) 
provides the data used to measure the achievement of this 
goal, and the Department has confidence in the accuracy 
and reliability of the data. The system checks described in 
Goal 2.1C also apply to the data used to measure this 
goal. 


FIDUCIARY CASES - HEALTH AND WELFARE PLANS 
CASES WITH POSITIVE OUTCOMES 
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Audits and Program Evaluations: The General Accounting 
Office program evaluation referenced in Goal 2.1C and 
further detailed in Appendix 3 also relate to this goal. In 
addition, the HDC! evaluation and further details may be 
found in Appendix 3. 


Goal Assessment and Future Plans: See discussion under 
Goal 2.1C. 


(Goal 2.1D — FY 2002 Annual Performance Plan) 
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UNEMPLOYMENT INSURANCE CLAIM AGENTS IN 36 STATES NOW TAKE CLAIMS BY TELEPHONE TO IMPROVE BOTH SPEED 
AND QUALITY OF SERVICE TO THE UNEMPLOYED. 


Outcome Goal 2.2 
Protect Worker Benefits 


Overview 
DOL improves the economic security of America’s working families through the administration of benefit programs dealing 
with unemployment insurance, expansion of private pension coverage, protection of Federal workers from the effects of 
work-related injuries, and timely and uninterrupted payment of pension benefits. 


Serving the Public 
DOL's longstanding role in protecting worker benefits arose in response to specific concerns about the well-being of 
American workers and their families. The Department's Employment and Training Administration, Pension and Welfare 
Benefits Administration, Employment Standards Administration, and Pension Benefit Guaranty Corporation administer DOL 
programs that safeguard the economic security of the Nation’s workers and retirees. 


The Social Security Act of 1935 authorized the creation of the Unemployment Insurance program to alleviate personal 
hardship due to involuntary unemployment and to stabilize the economy. 


In 1963, over 4,000 workers with vested pension rights lost some or all of their pensions when Studebaker stopped 
producing automobiles and closed its plants. This experience and similar stories of losses in the private pension system 
became the impetus for pension reform through the Employee Retirement Income Security Act of 1974. Under this 
legislation, the defined benefit plan retirement incomes of about 43 million American workers — one of every three 
working persons — are currently insured. 


The Federal Employees’ Compensation program has been protecting Federal workers from the effects of work-related 
injuries since President Wilson signed the first comprehensive law in 1916 to minimize the human, social, and financial 
costs of job-related injuries. 


" 7 ’ } 
Promote the Economic Security of Workers and Families 


Several pieces of legislation enacted during the past decade created new roles for the Department in protecting health care 
benefits for workers, retirees, and their families. The Health Insurance Portability and Accountability Act of 1996 made 
health care coverage more portable and secure for employees, and gave the Department broad additional responsibilities 
with respect to private health plans. The Newborns’ and Mothers’ Health Protection Act of 1996 established minimum 
requirements for hospital stays relating to childbirth. The Mental Health Parity Act of 1996 established certain minimum 
requirements relating to mental health coverage. The Women’s Health and Cancer Rights Act provided new protections for 
patients who elect breast reconstruction in connection with a mastectomy. 


Program Costs 
Outcome Goal 2.2, with net costs of $55 billion in FY 2002, represents 96 percent of the costs dedicated to achieving 
A Secure Workforce and 88 percent of all DOL net costs. Unemployment Insurance accounts for the bulk of expenses, with 
$50.6 billion paid in unemployment claims in FY 2002, an increase from $27.9 billion paid in unemployment claims in FY 
2001. The sharp increase in costs from FY 2000 is largely attributable to the continuing rise in the number of unemployed 
workers during the past two years. 


Net Costs ($B) 
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DOL Challenges for the Future 


The protection of employee benefits is vital to the future of both America’s workers and the National economy. Most 
recently, the continued economic downturn and unexpected collapse of some very large companies have left many workers 
unemployed and serve to underscore the need for strong systems to provide timely temporary income support to sustain 
eligible workers and their families, and to help connect job seekers with job openings. 


@ To assist unemployed workers, the Temporary Emergency Unemployment Compensation (TEUC) Program was 
implemented in March 2002. TEUC provides extra weeks of Federally funded unemployment benefits to unemployed 
workers throughout the country who have received all regular unemployment benefits available to them. DOL's State 
partners, the State Workforce Agencies, administer the program which provides up to 13 weeks of temporary emergency 
compensation in all States to eligible unemployed workers who have exhausted their regular unemployment benefits. 
Extended benefits of up to 13 additional weeks are available in certain States for individuals who have exhausted their 
first tier of temporary emergency benefits. 


@ To improve the administrative efficiency of the Federal-State Unemployment Insurance Program, the Administration is 
proposing the Unemployment Insurance/Employment Service New Balance Reform. New Balance will give States 
more control over their administrative funding, helping to improve timeliness and accuracy of benefit payments, 
targeting more resources to preventing and detecting overpayments, and improving reemployment services for 
unemployed workers. In particular, DOL will continue to work intensively to raise results by closely monitoring the 
States’ performance. 


Longer-term challenges to be addressed in this new century can be seen in the demographics of the workforce. Americans 
will live and work longer and require pension and health care benefits for longer periods of time. The worker who 

spends an entire career with one company is now the exception rather than the rule. DOL anticipates an even greater 
emphasis in the future on pension and health care benefits that provide the flexibility, portability, and coverage that 
American workers deserve. 
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A Secure Workforce 


Pay Unemployment Insurance 
Claims Accurately and Promptly 


Make timely and accurate benefit payments to and facilitate 
the reemployment of Unemployed Workers and set up 
Unemployment Insurance (UI) tax accounts promptly for 


new employers. 


ws Payment Timeliness: 91% of all intrastate first 
payments will be made within 21 days; 

w Payment Accuracy: establish a baseline to improve 
Unemployment Insurance accuracy nationwide; 

e Reemployment of UI Claimants: establish a baseline 
to increase the entered employment rate of 
Unemployment Insurance claimants; and 

a Establishment of Ul Tax Accounts: 80% of new 
employers will receive a determination about their UI 
tax liability within 90 days of the end of the first 
quarter they become liable for the tax. 


Results: 
The goal was not achieved. 


w Payment Timeliness: This indicator was not achieved. 
For FY 2002, 88.7 percent of first payments were made 
within three weeks, versus a target of 91 percent. 

w Payment Accuracy: This indicator was achieved. 

The Department developed alternative measures 
of accuracy and overpayment management, and 
developed a baseline and a performance target 
for FY 2003. 


e Reemployment of Ul Claimants: This indicator was not 
met. During the year, the Department developed 
alternative methodologies for obtaining entered 
employment information on Ul claimants as an 
indicator of facilitation. A measure will be selected in 
FY 2003 and data are expected to be available to 
establish a baseline. 

w Establishment of Ul Tax Accounts: This indicator was 
achieved. For the four quarters ending June 30, 2002, 
81.7 percent of status determinations of whether 
employers were newly liable to file Ul reports and 
pay Ul taxes were made within 90 days of the end 
of the quarter they first became liable, versus a target 
of 80 percent. 


Program Description: By temporarily replacing part of lost 
wage income, the Federal-State UI system—one of the 
nation’s most successful and enduring Federal-State 
partnerships—ameliorates personal financial hardship due 
to unemployment and stabilizes the economy during 
economic downturns. For both workers and employers, 
the program's success depends upon: timely and accurate 
payment of benefits; timely establishment of the liability of 
new employers to ensure the reporting of workers’ wages 
and payment of taxes to fund benefits; and the promotion 
and facilitation of workers’ return to suitable work. 
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Analysis of Results: Processing workloads generated by the 
current recession and the burden of implementing a new 
program have extended the time required to make first 
payments. For FY 2002, the number of regular initial 
claims exceeded by 14 percent, on average, the 
comparable period the year before, and surpassed the 
levels expected based on the Administration’s planning 
assumptions. In addition, the Temporary Extended 
Unemployment Compensation (TEUC) program, which 
became effective in March, generated numbers of new 
claims averaging 33 percent higher than the same period 
in the previous year. Since the increased workload was 
not anticipated, the hiring and training of processing staff 
was not timely and processing delays resulted in slower 
first payments. While the combination of more regular 
claims plus the additional TEUC workloads during FY 2002 
caused the deterioration in first payment timeliness, the 
States maintained commendable timeliness in issuing 
regular payments under these extreme conditions. 


The States responded positively to the emphasis placed on 
timely determinations of the UI tax liability status of new 
employers through the creation of a performance indicator 
and DOL's issuance of regular reports on time lapse. 
Although the recession slowed first payments, it may have 
contributed to States exceeding the target for new status 
determination timeliness, as the rate of creation of new 
businesses slowed and the number of new status 
determinations decreased. 


Strategies: DOL will work to improve performance across 
the board, in the context of efforts to pass and implement 
the Administration’s Ul/Employment Service New Balance 
Reform. New Balance will give States more control over 
their administrative funding, helping improve timeliness 
and accuracy of benefit payments, targeting more 
resources on preventing and detecting overpayments, and 
improving reemployment services to unemployed workers. 
In particular, DOL will continue to work intensively to 
raise results by monitoring the States’ performance and 
establishing Corrective Action Plans and Continuous 
Improvement Plans, which States incorporate into their UI 
PERFORMS State Quality Service Plans. States with 
corrective action plans in place for FY 2002 performed 
about four to six percentage points better than their FY 
2001 performance, at a time when average performance 
for all States fell. In 2002, DOL began giving special 
emphasis to States reporting performance below minimum 
levels for more than one year; this practice will continue 
during FY 2003, when the Department will vigorously 
pursue integrity initiatives, especially promotion of State 
use of new hires data. 


Goal Assessment and Future Plans: For FY 2003, DOL does 
not propose any changes to the targets of issuing 91 
percent of all intrastate first payments within three weeks 
and making 80 percent of the determinations about new 
employers’ liability for Ul tax payments within 90 days of 
the quarter when they first become liable. The 
Department believes that maintaining the goa! at this level 
is reasonable since data show that the tax determinations 
performance of 25 States is below 80 percent, indicating 
that the goal is demanding for half of the country. In 
addition, the 81.7 percent level is substantially sustained 
by three large States—California, Florida and New York— 
so that a shortfall by one of these would bring 
performance below the established goal. The Department 
will review this decision in light of performance in FY 
2003. For the goal of facilitating reemployment, DOL will 
establish a baseline for the rate that UI claimants enter 
employment as soon as data are available. For its integrity 
measure, DOL will target the establishment for recovery of 
59 percent of overpayments the system could potentially 
recover; for FY 2004 the Department plans to explore 
instead a measure of the extent that the system recovers 
those overpayments. @ 
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A Secure Workforce 


Timely Processing 
of Foreign Labor Certifications 


Promptly review employer applications for foreign labor 
certifications. In Fiscal Year 2002, 95% of labor condition 
applications for the H-1B professional/specialty temporary 
program will be processed within seven days of receipt. 


Results: DOL achieved this goal in FY 2002 by meeting 
the seven-day processing requirement for 99.5 percent of 
the 273,615 labor condition applications that were filed 
for the H-1B professional/specialty temporary program. 


Program Description: Temporary foreign labor certification 
programs are designed to assure that employers may 


import needed temporary agricultural and non-agricultural 
foreign workers for employment in the United States in a 
timely manner and that the employment of foreign 
workers will not adversely affect the wages and working 
conditions of American workers. 


Employers desiring to import professional workers for a 
job that requires at least a Bachelor's degree may request 
one or more foreign workers, who may remain in the 
United States for up to six years, to fill that need. The law 
requires that, “Unless the Secretary finds that the 
application is incomplete or obviously inaccurate, the 
Secretary shall provide the certification...within seven 
days of the date of application.” 


Once an application is certified, the employer must then 
petition the Immigration and Naturalization Service for a 
visa. Applicants must also establish that they are 
admissible to the U.S. under provisions of the Immigration 
and Nationality Act. 


Analysis of Results: By instituting an Internet on-line option 
for employers to file labor condition applications, DOL 
significantly reduced processing time and achieved this 
goal. In most instances, the Department processes an 
application and makes a decision within one day of filing 
when employers use the web-based system. Fax and mail 
submittals remain available for those without ready access 
to the Internet. The Department also improved the fax and 
mail processing system, with the result that these 
applications are processed in less than three days. 


The H-1B professional/specialty program is now in full 
compliance with the statute and, consequently, the current 
processing systems will continue to be employed, with 
minor technological improvements planned for the future. 
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Goal Assessment and Future Plans: As noted earlier, due to 
improvements in processing, this program is now, and is 
expected to remain in compliance with the statute. 
Accordingly, the Department does not propose to continue 
this performance goal beyond FY 2002. » 
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Promote the Economic Security of Workers and Families 


Ensure Individuals Receive Promised Benefits 


Increase by 2% (to $67 million) benefit recoveries achieved 
through the assistance of Pension Benefit Advisors. 


Results: This goal was not met. With the assistance of 
Benefit Advisors, the Department recovered approximately 
$49 million on behalf of more than 12,000 plan 
participants in FY 2002 — below 

the target of $67 million. 


Program Description: The 
Department directly assists plan 
participants and beneficiaries in 
understanding their rights and 
protecting their benefits via the 
Pension and Welfare Benefits 
Administration’s (PWBA) 
participant assistance program. 
The direct restoration or payment 
of benefits to participants without 
the need for protracted or costly 
litigation is a primary objective of 
the Department. 


Analysis of Results: Three external 
factors beyond the Department's 
control contributed to failing to achieve the goal. First, 
benefit recoveries, by their very nature, are volatile from 
year to year. Second, in FY 2000, the Department 
experienced several large recoveries (in excess of 
$500,000) that cannot be expected every year. The results 
from FY 2000 inflated the rolling average base used to 
establish targets for F¥s 2001 and 2002. Despite the 
inflated base, the Department maintained this ambitious 
target. Third, due to less robust economic conditions, 
employees entitled to benefit payments may be unable to 
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collect because their employer is bankrupt or has 
insufficient funds. Additionally, difficult economic times 
may hamper a health plan’s ability to pay medical claims. 
Notwithstanding these external factors, $49 million is a 
worthy achievement. Between FY 1999 and FY 2002, the 
Department recovered in total over $243 million on behalf 
of plan participants as a result of its customer assistance 
program — an indication that the public is realizing the 
increased benefits of DOL's 
additional resources, such as 
customer assistance staff, and the 
efficiencies of improved 
technologies, including a toll-free 
telephone number system that 
increases accessibility to PWBA. 
Leads from Benefit Advisors rank 
among the best sources for new 
enforcement cases. In FY 2002, 
approximately 1,300 referrals from 
Benefit Advisors directly resulted in 
an estimated 44 percent ($33.5 
million) of the participant benefit 
recoveries achieved via formal 
investigations. Benefit recoveries 
from investigations as a result of 
referrals continue to increase 
steadily, further demonstrating that 
a stable and more fully experienced Benefit Advisor staff 
achieves positive results for participants in the Nation's 
pension and health plans. 


More importantly, while monetary benefit recoveries are a 
significant performance indicator, they understate DOL's 
total customer assistance impact because important 
outcomes, such as the restoration of health benefits or 
enhancing an individual's understanding of the law, do not 
result in a monetary benefit recovery, and therefore cannot 
be readily quantified. The Department has experienced an 
increasing call volume related to health benefits and, 
while much of the assistance does not result in a monetary 
benefit recovery, DOL nevertheless provides the same high 
level of service to resolving these matters. 


The Technical Assistance and Inquiry System produces the 
data used to measure the achievement of this goal. 
During FY 2000, the Department implemented a new 
policy to further ensure consistency and accuracy of the 
data across regional components. The new policy and 
enhanced national office oversight provide increased 
confidence in the reliability of these data. 
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Strategies: DOL combines an aggressive outreach and 
education program to create a knowledgeable 
consumer who may assist in “policing” his or her own 
benefit rights with a highly motivated and trained staff 
of customer assistance experts in the field of pension 
and health laws. Moreover, the customer assistance 
staff has access to a wide array of technical experts 
throughout the Department. 


Goal Assessment and Future Plans: The Department 
maintained this goal in FY 2002 as a partial indicator of its 
progress toward improving the security of pension and 
health plans, but will eliminate it in FY 2003 because the 
goal fails to adequately measure the total impact of the 
education and outreach and technical assistance 
programs. The level of benefit recoveries is only a partial 
indicator of plan security, and does not measure the 
impact of answering inquiries, educating the consumer, or 
responding to the increase in health related questions. 
Therefore, the Department will incorporate a broader 
Customer assistance component into its overall revised 
performance goal in FY 2003 via the American Customer 
Satisfaction Index or comparable measure. DOL will 
continue to explore improved ways of measuring the 
impact of its outreach and education and technical 
assistance programs on the security of the pension and 
health plans vital to the Nation’s workers and retirees. 

See also the discussion under Goal 2.1C. @ 


(Goal 2.2C — FY 2002 Annual Performance Plan) 
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Reduce the Consequences 
of Work-Related Injuries 


Minimize the human, social, and financial impact of work- 
related injuries for workers and their families. 


Results: This goal was not achieved. Of the seven 
performance indicators included under this goal, the 
targets were achieved for two, substantially achieved for 
one, and not achieved for four. 


Program Description: DOL, through the Employment 
Standards Administration, administers four disability 
compensation programs that provide benefits to certain 
workers who experience work-related injury or disease, 
and survivors of employees who die from job-related injury 
or disease: 


@ The Federal Employees’ Compensation Act (FECA) 
program affords income and medical cost protection to 
civilian employees of the Federal Government and to 
certain other groups. 

@ The Longshore and Harbor Workers’ Compensation 
Act program provides similar protection to private 
sector workers engaged in certain maritime and 
related employment. 

@ The Black Lung Benefits program provides protection 
to the Nation’s coal miners who are totally disabled 
by pneumoconiosis. 

a The Energy Employees’ Occupational Illness 
Compensation Program Act of 2000 (EEOICPA) 
provides compensation and medical benefits to 
employees or survivors of employees of the Department 
of Energy (DOE) and of private companies under 
contract with DOE who suffer from a radiation-related 
cancer, beryllium-related disease, or chronic silicosis as 
a result of their work in producing or testing nuclear 
weapons. The Department of Labor coordinates the 
operation of this program with DOE, the Department of 
Health and Human Services, and the Department 
of Justice. 


Each of the indicators for this goal is presented separately. 


1. Return Federal employees to work following an injury 
as early as appropriate — indicated by a 2 percent 
reduction (from the FY 2001 baseline) in the average 
number of lost production days (LPD) due to disability in 
the FECA program for: 

w United States Postal Service 

a All Other Government Agencies 


Results: This indicator was not achieved. While LPD for 
injury cases of the United States Postal Service (USPS) rose 
by 11.6 percent to 131 days, LPD for all other Government 
agencies was reduced by 4.6 percent to 53.8 days. 


Analysis of Results: LPD is an index (measured as a rate of 
days per 100 employees) of injured Federal civilian 
workers’ time away from the job due to workplace injury 
or illness. USPS cases account for roughly half of the 
annual total of approximately 2 million LPD days for 
Federal employees. Employment reductions in that agency 
have resulted in losses in light-duty and other 
reemployment opportunities for injured Postal workers. 
Impacts of the post-September 11, 2001 and anthrax 
events also contributed to the increase in LPD for USPS. 
Because these circumstances are unique, the Department 
measures and reports LPD results separately for USPS. 


FEDERAL EMPLOYEES LOST PRODUCTION DAYS 


pom 4 


Strategies: Under the Quality Case Management strategy, 
the Department promptly assigns rehabilitation nurses to 
new injury cases to facilitate communications between the 
physician, the injured employee, and the employer. 

Nurses screen cases for appropriateness of medical and 
pharmacological treatment, and assist injured workers to 
better understand the Department's system and encourage 
them in their efforts to recover and return to work. 
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DOL continues to work with Federal agencies to reduce 
injury rates, speed submission of injury notices and claims, 
and reduce lost production days. 


73 


Annual Report Fiscal Year 2002 


A Secure Workforce 


Goal Assessment and Future Plans: Reduction in LPD 
remains a very challenging goal for some Federal 
agencies, particularly the USPS, where reduced 
employment opportunities complicate return-to-work 
efforts. For this reason, and beginning in FY 2003, DOL 
will revise this measure by creating separate goals for 
USPS and for ail other Government agencies. 


2. Through use of Periodic Roll Management, produce $122 
million in cumulative first-year savings (FY 1999-2002) in the 


FECA program. 


Results: This goal was achieved. Periodic Roll 
Management (PRM) produced an additional $25.6 
million in first-year compensation benefit savings in FY 
2002, bringing cumulative total first-year savings to 
$128.9 million. 


Analysis of Results: In FY 2002, PRM teams completed 
over 4,200 reviews of long-term workers’ compensation 
cases, with 59 percent of those resulting in either an 
adjustment to continuing benefit amounts (to accurately 
reflect continuing eligibility) or a termination of 
benefits. Since becoming a permanent FECA program 
operation in FY 1999, PRM has saved $475 million in 
compensation benefits. 


PERIODIC ROLL MANAGEMENT SAVINGS 
(CUMULATIVE SAVINGS IN $ MILLIONS) 


128.9 
122.0 


1999 2000 2001 2002 


® ACTUAL 


GB tarcer 


Strategies: PRM provides quality management of the 
long-term disability roll through disability status reviews 
leading to improving service to beneficiaries. In 
appropriate cases, DOL will initiate vocational 
rehabilitation and reempioyment services for partially 
disabled individuals. 
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While DOL has been very successful in increasing the 
number of returns to work, Federal (particularly Postal 
Service) downsizing and an aging Federal workforce are 
creating additional challenges to re-employing injured 
workers. To address these challenges, FECA will revamp 
the administration of its vocational rehabilitation program 
and explore more innovative approaches to job 
placement, such as a greater focus on new employer 
placements, outreach to employers to develop 
opportunities targeted to occupational or skills types, or 
teaming employers to identify cross-agency opportunities. 
In addition, DOL will continue to sharpen the focus of 
PRM reviews on more complicated disability cases and 
those with the greatest potential for vocational 
rehabilitation services. 


Goal Assessment and Future Plans: For FY 2003, this goal 
targets an additional $20 million in first-year savings. 


3. Reduce the overall average medical service costs per case 
(adjusted for inflation) in the FECA program by 0.5 percent 
versus the FY 2000 baseline. 


Results: This goal was not achieved. Average overall FECA 
medical cost per case in FY 2002 was $2,604. After 
adjusting for inflation using the Consumer Price Index for 
Medical Care (CPI-M), this represents a 6.8 percent 
increase compared to the average of $2,230 in FY 2000. 
However, the Department has determined that the CPI-M 
does not fully reflect health cost inflation from the 


perspective of third party payers. 


Analysis of Results: Health care costs continue to rise due 
to the addition of new medical technologies, changes in 
clinical practice, increased service utilization, and 
inflationary increases. These factors continue to challenge 
the Nation’s third party medical benefit payers, including 
the Department of Labor. The Department has been using 
the Medical Care CPI, published by the Bureau of Labor 
Statistics, to adjust FECA performance results to account 
for medical service price inflation. Because the CPI 
measures only consumer out-of-pocket expenditures, and 
does not include payments by government programs, 
health insurance companies, and other third-party payers, 
it does not adequately represent the changes in the cost of 
medical services experienced by the FECA program. In 
contrast, the Department has recently begun comparing 
FECA costs to the Health Cost Index published by 
Milliman USA which measures the trend in overall per 
capita national health care costs, including payments by 
third party payers such as DOL. Had we used the 
Milliman index to derive FY 2002 results, FECA case costs 
would have been measured as declining by 2 percent, and 
DOL would have met the goal. 


Sirategies: Although DOL uses fee schedules to set 
payment levels for standard categories of billed medical 
services, automated bill reviews, and other controls, the 
Department does not believe that further significant impact 
on average costs can be achieved without significant 
strength ning of strategies. 


By FY 2004, the Department will centralize and 
standardize the processing of FECA medical bills. This 
change has great potential for increasing processing 
accuracy and quality, controlling costs, and improving 
services. The Department also plans to implement a 
comprehensive program to identify and prevent 
inappropriate medical costs. The FY 2003 Budget includes 
funding for this purpose. 


Goal Assessment and Future Plans: In the past few years, 
the objective of this performance indicator has been to 
reduce medical costs per case (adjusted for inflation) by set 
percentages each year. These were intended as shoit-term 
goals, since the program could not be expected to 
continue indefinitely to reduce real medical costs each 
year. Further, the Department does not seek to reduce real 
medical outlays to a point that discourages physicians from 
providing health care services to injured Federal workers. 
Beginning in FY 2003, the goal will be to contain average 
FECA medical costs per case at a level below nationwide 
health care cost trends 


Program Evaluation: In an overall audit of the FECA 
program's performance measures, the Office of Inspector 
General (OIG), while acknowledging the appropriateness 
of the measures themselves, found that management 
controls over data reporting, appropriateness, description, 
and definition could be improved. OIG recommended 
developing a better definition of “lost production days” 
and written procedures to guide data extraction and 
calculations, and the program has implemented these 
recommendations. OIG also recommended a timeline for 
developing a system that links the program’s performance 
measures, costs and budget, and this timeline is currently 
under development. (Please refer to Appendix 3 for further 
information on this audit.) 


4. In the Black Lung Program, increase by two percent the 
percentage of benefit claims subject to the revised 
regulations for which, following a decision of eligibility by the 
district director, there are no requests for further action from 
any party pending one year after receipt of the claim. 


Results: This performance goal was achieved. 89.9 
percent of claims subject to the new regulations on which 
district director decisions were based had no pending 
requests for further action one year after receipt of the 
claim. Targeted performance was 68.5 percent. 
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Analysis of Results: While the revised regulations did not 
change eligibility requirenients, they were designed to 
produce faster and fairer benefit determinations. 

They resulted in changes to the initial adjudication 
process, improvements in the quality of medical 
evidence, codification of case law and clearer, fuller 
written decisions. By revising the regulations 

and implementing the new procedures and the processes 
they authorize, the program has increased the number 
of stakeholders who accept the district director's initial 
decision and decide not to pursue the claim further. The 
extraordinary success the program achieved in this first 
reporting year, however, was produced in part by factors 
unique to the initial processing period — such as early 
miners’ withdrawals of claims — that will probably not 
affect results in FY 2003 and beyond. 


Strategies: In FY 2003, the program plans to continue the 
strategies that contributed to initial success in FY 2002, 
including outreach and technical assistance activities with 
all Black Lung program stakeholders to promote 
understanding of program adjudication decisions and the 
evidence supporting them. The program will also 
continue to work with Black Lung’s authorized diagnostic 
provider community to emphasize the need for complete 
and accurate medical reports. 


Goal Assessment and Future Plans: As noted above, the 
extraordinary FY 2002 results will probably be greatly 
diminished in FY 2003. Most significantly, the re-filed and 
marginal cases that were subsequently withdrawn during 
the revised regulation’s initial processing period should 
decrease or disappear during FY 2003 and beyond, 
bringing performance more into line with projected 
targets. If performance continues to greatly exceed 
targets, the program will adjust the goal. 


5. Reduce by two percent over the baseline the average time 
required to resolve disputed issues in Longshore and Harbor 
Workers’ Compensation Program contested cases. 


Results: This goal was not achieved. During FY 2002, the 
first year for measuring this indicator, resolving disputed 
issues required an average of 285 days, vs. a 2000-2001 
baseline of 242 days. However, as the data collection and 
reporting process matured, it became apparent that the 
baseline did not capture the full universe of cases and was 
therefore invalid. Thus, achievement of this indicator 
could not be accurately assessed for FY 2002. 
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Analysis of Results: Data entry and tracking to measure this 
business process did not begin until May 2000, and DOL 
used available historical data and a set of assumptions to 
create a baseline. As the process matured, the program 
recognized that the baseline did not include a sufficient 
period of time, and the result did not represent an 
accurate performance picture against which to measure 
program effectiveness. DOL considers the FY 2002 
performance data to be basically sound and, having 
concluded additional validation, will use the FY 2002 
result of 285 days as the new baseline for FY 2003 and 
beyond. Although it is impossible to assess the year’s 
performance against prior periods, the program did 
achieve continual quarterly reductions in the average time 
to resolve disputes during FY 200°. 


Strategies: The Longshore program emphasized to its 
district directors during the fiscal year the importance of 
timely and amicable dispute resolutions in contested cases 
and proper data collection and posting. In FY 2003, DOL 
will continue to use mediation skills, outreach, and other 
communication tools to reach quicker resolutions of the 
disputed issues in contested cases. 


Goal Assessment and Future Plans: DOL will use FY 2002 
performance results as the new baseline for this indicator, 
and fully expects to meet or exceed the performance 
targets for FY 2003 and beyond. 


6. For Initial Processing of claims for benefits in the 

Energy Program: 

a 75% of claims of Department of Energy (DOE) 
employees, or of contractors employed at DOE facilities, 
are processed \ /ithin 120 days. 

es 75% of claims of employees of Atomic Weapons 
Employers (AWE) and Beryllium Vendors are processed 
within 180 days. 


Results: This goal was not achieved. Performance met the 
timeliness standards for 48 percent of DOE cases as well 
as AWE and beryllium vendors’ claims. 


Analysis of Results: Challenging FY 2002 targets were 
established for the Energy Employees’ Occupational Illness 
Compensation Program to provide a clear expectation for 
claimants for the initial processing of their cases, and to 
create a strong commitment to timely processing among 
the new program’s staff. The program received more than 
34,000 claims during its first year and severe start-up 
problems, most notably unanticipated delays in obtaining 
the employment information necessary to proceed with 
initial claims processing, prevented DOL from achieving 
the targets in the first year. During the last quarter of FY 
2002, average time frames to complete these cases were 
171 days (for the 120 day group) and 216 days (for the 
180 day group), reflecting a large number of cases 


accumulated during the first months of the program. The 
number of cases overdue for initial resolution was driver, 
down sharply during the summer (to about 3,000) and 
should be eliminated by mid-year, after which a current 
inventory will be maintained. 


Strategies: Initially the Department prioritized those cases 
that it could handle to completion without referral to 
National Institute of Occupational Safety and Health 
(NIOSH), since NIOSH had not yet issued regulations for 
dose reconstruction. At the same time, the Department 
developed a series of creative new strategies to expedite 
identification of employment and other information 
required for case adjudication, working closely with DOE 
and the Department of Health and Human Services. 
Analysis of the "Department of Energy employees and 
contractors" group showed that employees of the 
subcontractors to the major contractors presented special 
problems, as DOE often possessed no employment 
records, and the program has had to resort to a variety of 
other sources to verify employment. 


in FY 2003, the Department will continue to monitor the 
volume of incoming claims and assess workloads, 
workflow, and resource requirements to ensure the quality 
and timely delivery of benefits to claimants. The 
Department will update its automated data processing and 
provide a user-friendly web site for potential claimants. 


Goal Assessment and Future Plans: The goal will remain at 
75 percent of all Initial Decisions to be timely completed 
within the specified time frames. The DOE subcontractor 
claims have been shifted to the 180-day standard based on 
the results of the program’s first year, while DOE 
contractors remain at the 120-day standard. 


7. For Processing of Requests for Hearings in 

the Energy Program: 

w 75 percent of Final Decisions in Approved Claims or 
No-Contest Denials are issued within 75 days from 
issuance of the Recommended Decision. 

= 75 percent of Final Decisions in Reviews of the Written 
Record are issued within 75 days of the Request for 
Review of Written Record. 

s 75 percent of Final Decisions in Formal Hearings are 
issued within 250 days of the Request for Hearing. 


Results: This indicator was substantially achieved. The 
timeliness of final decisions was as follows: 76 percent 
in approved claims or no contest denials; 74 percent in 
reviews of the written record; and 100 percent of 
formal hearings. 


Analysis of Results: Performance against this indicator 
reflects very prompt handling of uncontested cases 
(including payment of approved cases), as well as the 
timely issuance of appeal decisions. Since the program is 
still in its early stages, the volume of appeals can be 
expected to increase. Nonetheless, the approved/no- 
contest result (76 percent within 75 days) covers 6,935 
cases, and is a significant achievement for this new 
program, allowing the expedited issuance of nearly 5,000 
lump sum payments to beneficiaries during the program’s 
first year. DOL will continually monitor and assess the 
processes for issuing final decisions, including reviews of 
the written record and formal hearings. The Department 
will also assess the program’s resource requirements to 
determine optimal performance standards. 


Strategies: During EEOICPA’s first year, the Department 
consciously prioritized the prompt handling of cases that 
could be processed to completion, including those for 
which approval was most likely. The program will 
continue to develop new and improved automated data 
processing tools, and provide a user-friendly web site for 
potential claimants. 


Goal Assessment and Future Plans: The Department will 
continue to monitor and examine the volume of hearing 
requests, final decision reviews, and formal hearings to 
ensure quality and timely benefits delivery to its claimants. 
Because the EEOICPA program is just entering its second 
full operational year in FY 2003, analysis of hearings case 
processing is still in early stages. Therefore, the percentage 
timely goal for FY 2003 will remain at 75 percent as 
established for FY 2002. @ 
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Provide Benefits When 
Defined Pension Plans Terminate 


Reduce th > average processing time to 3 years to send 
benefit determinations to participants in defined benefit 


pension plans taken over by PBGC. 


Results: This goal was not achieved. On average, in FY 
2002 the Pension Benefit Guaranty Corporation (PBGC) 
issued final benefit determinations 3.3 years after the date 
it trusteed the plan. 


Description: The Secretary of Labor serves as the 
Chairman of the Pension Benefit Guaranty Corporation, 
which provides timely and uninterrupted payment of 
pension benefits to participants whose defined benefit 
pension plans were terminated, most frequently as a result 
of the sponsoring employer's bankruptcy. Benefit 
determinations tell participants in plans for which PBGC 
has become the trustee what pension benefits they will 
receive. PBGC pays estimated benefits to all eligible 
participants retiring prior to the issuance of a benefit 
determination, thus ensuring that retirees receive their 
benefits when due and without interruption. 


Analysis of Results: Although PBGC did not meet the 
extremely challenging goal of 3 years, the FY 2002 
average processing time of 3.3 years represents the 
shortest elapsed time to provide plan participants with 
final benefit determinations, and the agency achieved this 
milestone while coping with an increase in workload 
unparalleled in its history. During FY 2002, PBGC 
processed the largest single-year intake of i1ew 
participants in trusteed plans (187,000) and issued the 
largest single-year number of benefit determinations to 
participants (81,700) while nearly meeting the goal for 
timely issuance of benefit determinations. Large numbers 
of participants in newly trusteed plans can result from 
circumstances and events largely out of PBGC’s control. 
Taking these new participants into the pension guarantee 
system creates workload that PBGC must address 
immediately, relying on the same resources needed to 
achieve the performance goal of timely issuance of 
benefit determinations. 
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FINAL BENEFIT DETERMINATIONS 
(NUMBER OF YEARS) 


1997 19ee8 2001 


The length of time required to issue benefit determinations 
to participants is largely a result of an intricate series of 
complex actions — from verifying plan assets and 
participant data to completing an actuarial valuation and 
financial and control group analysis. Sponscr 
bankruptcies and legal disputes over plan assets also 
complicate and extend the trusteeship process. 


The Participant Record Information System Manager, 
PBGC’s database of participant information, provides 
reliable data to measure this goal and is subject to a 
variety of internal controls to assure data integrity. 


Strategies: PBGC continues to streamline case processing 
and to work with plan sponsors and administrators to 
capture participant data earlier in a format that supports 
faster processing. Streamlining has raised the annual 
production of benefit determinations to four times the 
productivity level of eight years ago. PBGC has also 
reduced the average age of the inventory of benefit 
determinations to be issued to nine-tenths of a year, 
auguring well for the continued timely issuance of benefit 
determinations next year. 


Goal Assessment and Future Plans: For FY 2003 and 
beyond, PBGC will continue to reduce the average time to 
issue benefit determinations to participants. The age of the 
year-end inventory of benefit determinations to be issued 
puts achievement of the FY 2003 goal within reasonable 
reach. PBGC has also developed FY 2003 performance 
measures that address the accuracy of benefit payments 
and the prompt payment of premium refunds. @ 
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DISPLACED WORKERS ARE BEING RETRAINED TO POSITIONS, SUCH AS THOSE REQUIRING COMPUTER-BASED SKILLS, 


THAT OFFER A GREATER LIKELIHOOD OF EMPLOYMENT IN TOOAY’S ECONOMY. 


Outrome Geal 2.3 
Increase Employment and Earnings fer Retrained Werkers 


Overview 
The national unemployment rate reached 5.6 percent in September of 2002, an increase of 0.6 percentage point over 
September 2001. In August 2002, the Bureau of Labor Statistics reported the results of the biennial displaced worker survey 
that is funded by the Employment and Training Administration. For the period January 1999 through December 2001, the 
Bureau reported that four million persons who had worked for their employer for three or more years were displaced. 
Another six million persons were displaced from jobs they had held for less than three years. Combining these short and 
long-tenured groups, the number of displaced workers totaled 9.9 million, up from 7.6 million in the previous biennial 
survey. The aftermath of economic dislocation as a result of the September 11, 2001 terrorist attacks and the sluggish 
economy continue to further exacerbate the loss of jobs 


Declines in the economy's performance often precede a significant increase in the demand for reemployment and retraining 
services. For these workers, the workforce development system serves as a resource to aid them in developing the skills 
demanded by technological change and to overcome barriers (o employment, such as basic skills deficiencies and low 
levels of English language proficiency. 


Many workers are dislocated from their jobs due to foreign trade and other economic factors. They are being retrained to 
positions requiring skills that offer a greater likelihood of reemployment in today’s economy. These services are made 
available through “rapid response” of the workforce system to major layoffs and plant closings or through the One-Stop 
Career Centers. 


Serving the Public 
The Department's Employment and Training Administration provides worker retraining through two major programs: the 
Workforce Investment Act (WIA) program and the Trade Adjustment Assistance (TAA) program. The framework for delivering 
WIA services emphasizes preventing unemployment, where possible; maximizing job placement and wage replacement; 
early intervention following the notification of a plant closing or loss of jobs; effective service and outreach; and 
partnerships with employers, employees’ representatives, faith and community based organizations, and other stakeholders. 
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In 2002, President George W. Bush signed into law the Trade Adjustment Assistance Reform Act of 2002. This law provides 
for quicker delivery of services to trade-affected dislocated workers, as well as expanded services. Implementation of the 
changes to the law will emphasize quicker reemployment for affected workers, greater integration with WIA, and utilization 
of One-Stop Career Centers and fiscal integrity. All of the Department's programs serving dislocated workers provide 
occupational and on-the-job training, job search assistance, relocation assistance, and income support for eligible workers 
in training. Services are delivered through local One-Stop Career Centers. 


Program Costs 


Spending for dislocated worker prograrns increased substantially in FY 2002 with the current downturn in the economy, as 
more unemployed workers exhausted their unemployment benefits and became more proactive in seeking training as a 
means to new employment. 


Net Costs ($B) 


i 
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DOL Challenges for the Future 

A key Secretarial area of emphasis continues to be re-orienting the Department's programs to meet the needs of the 21st 
Century workforce and ensuring effective, results oriented job-training programs. In today’s unpredictable world of instant 
economic change and sudden security threats, the need for an agile workforce investment system is increasing. Design of 
the Workforce Investment Act of 1998 acknowledged this well before the events of September 11th by putting decision- 
making in State hands and allowing a significant portion of each State’s adult and dislocated worker formula grant funds to 
be used for Rapid Response — the information-sharing and assistance that offers immediate, often on-site, help and access 
to resources fur employers and workers experiencing a plant closing or layoff. 


Adult and dislocated worker programs will be challenged to act even more quickly and effectively to provide high quality 
services and to implement new and more urgent ways to share information for use in local decision-making that result in 
jobs and economic security for American workers. The nationwide cooperative venture among Federal, State, and local 
workforce investment partners with the Transportation Security Administration for recruiting new airport security screeners 
and re-employing those who lost their jobs provides a working example. The 2003 reauthorization of the Workforce 
Investment Act offers an opportunity to imbed into law the lessons of the last five years and the local flexibility needed to be 
instantly responsive. 


The new Trade Adjustment Assistance program will emphasize quicker delivery of services to affected workers — including 
alternative assistance for older workers — with a view to h«lping workers back to reemployment faster. The Department 
and its State partners will be challenged to implement several of the new provisions of the Trade Adjustment Assistance 
Reform Act of 2002. Petition investigations will be completed in 40 days rather than 60 days. The Department will 
implement the enhanced Act with assistance available under the TAA program, including assistance in covering the cost 

of health insurance — primarily through a federal tax credit administered by the IRS and available for qualified health 
insurance costs incurred as early as December 2002. The Act establishes an additional mechanism authorizing the use 

of National Emergency Grant (NEG) funds under the WIA to pay the costs of certain health coverage and to support the 
development of infrastructure needed by the States in carryi' ut their responsibilities related to the health insurance 

tax credit. 
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Jobs for Dislocated Workers 


In Program Year 2001, of those registered under the WIA 
dislocated worker program, 73% will be employed in the 
first quarter after program exit, and 83% will be employed in 
the third quarter after program exit with 91% of pre- 
dislocation earings. 


Results: The Department achieved its goal. The program 
achieved an entered employment rate of 79.2 percent, 

a six-month retention rate of 86.6 percent and an 
earnings replacement rate of 101 percent. 


Program Description: The dislocated worker program aims 
to improve the quality of the workforce, reduce welfare 
dependence, and enhance the productivity and 
competitiveness of the nation’s economy. The Workforce 
Investment Act (WIA) authorizes employment and training 
assistance to eligible dislocated workers. The Department 
allocates 80 percent of the funds by formuia to the States. 
The Secretary may use the remaining 20 percent for 
discretionary activities specified in WIA, including 
assistance to localities that suffer plant closings, mass 
layoffs or job losses due to natural disasters. 


Analysis of Result: The Department achieved the 

Program Year 2001 performance targets, which DOL 
developed through negotiations with the State agencies. 
The results reflect performance reported by 53 States and 
jurisdictions for Program Year 2001, ending June 30, 2002. 
Performance for all 3 indicators improved over the prior 
year, when 75 percent of those registered in the dislocated 
worker program entered employment and 83 percent 
remained employed after 6 months with an earnings 
replacement rate of 95 percent. 


States and local areas use the Unemployment Insurance 
wage record reporting system as the performance 
reporting data source. The Department considers this 
source reliable, and has undertaken a data validation 
project in order to further assure that the data effectively 
support the problem analysis, management decision- 
making, and continuous improvement elements of State 
and Federal oversight. 


Strategies: The Department continues its analysis of WIA 
implementation as a follow up to the WIA “Readiness 
Reviews” conducted in Program Year 2001. The 
Department has also undertaken various strategies in 
partnership with States and localities to improve the 
results realized by dislocated workers who participate in 
the program, including providing specific help in areas 
where it is needed and special outreach tools, as follows: 
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@ The Department has undertaken special technical 
assistance focused on States and localities that are 
experiencing difficulties in achieving their negotiated 
performance standards. 


@ To strengthen the capability of States to assist more 
difficult to serve populations, the Department will 
prepare and release a number of customer service 
strategies and tools that can be adapted by State 
and local programs in developing services for 
individuals with limited English proficiency (LEP). 
The strategies will focus on successful Asian 
(Chinese, Khmer, Vietnamese, and Thai) and Hispanic 
outreach initiatives. 


Audits and Program Evaluations: In a September 2002 
report, Workforce Investment Act Performance Outcomes 
Reporting Oversight, the Office of Inspector General 
raised concerns about whether the third party data 
reported by States for WIA performance were accurate and 
supportable. The Department generally agreed with the 
concerns raised by the Office of inspector General and 
indicated that it believed that the concerns would be 
addressed with the deployment of a data validity and 
verification policy and tools that have been under 
development and are scheduled to be deployed in 2003. 
See Appendix 3 for more information. 


Goal Assessment and Future Plans: Through negotiations 
with the States, the Department continues to raise the 
targets for the outcomes achieved on behalf of 
dislocated workers. In Program Year 2003, of those 
registered under the WIA dislocated worker program, 
80 percent will be employed in the first quarter after 
program exit, and 88 percent will be employed in the 
third quarter after program exit with 98 percent of 
pre-dislocation earnings. @ 


(Goal 2.3A — FY 2001 Annual Performance Plan) 


Help Trade-Affected Workers Find New Jobs 


Increase the employment, retention, and earnings 
replacement of workers dislocated in important part 
because of trade and who receive trade adjustment 
assistance benefits. 


@ 78% will be employed in the first quarter after 
program exit; 

= 88% of those employed in the first quarter after 
program exit will be employed in the third quarter after 
program exit; and 

= Those who are employed in the third quarter after 
program exit will earn, on average, 90% of their pre- - 
separation earnings. 


Results: The goal was not achieved. Based on preliminary 
data covering the first three quarters of FY 2002, 66 
percent of participants were employed in the first quarter 
after program exit, and 89 percent of those were still 
employed in the third quarter after program exit, with 81 
percent of pre-dislocation wages. 


Program Description: DOL's Trade Adjustment Assistance 
(TAA) program provides readjustment services to dislocated 
workers who lose their jobs in important part because of 
increased imports from any foreign country. DOL's North 
American Free Trade Agreement — Trade Adjustment 
Assistance (NAFTA-TAA) program provides readjustment 
services to dislocated workers who lose their jobs in 
important part because of increased United States imports 
from, or because of a shift of production to, Canada and 
Mexico. The readjustment services and benefits offered by 
both programs include occ!paional, on-the-job, and 
remedi>! training, job search and relocation assistance, and 
income . port for workers in training. 


During FY 2002, DOL issued ce:tifications of eligibility for 
Trade Adjustment Assistance cove ng an estimated 
231,700 workers and NAFTA-TAA -ertifications for 
approximately 112,100 additional vorkers affec.ed by 
increased imports or shifts in trade ~ production. 


Analysis of Results: The Department's current data cover 
the first three quarters of FY 2002, and represent data from 
States reporting under the Trade Act Participant Report 
(TAPR) system. While the Department uses the data for 
management purposes, DOL has observed issues of 
accuracy and reliability of data among the States. The 
Department is addressing these issues in two ways: first, 
by onsite monitoring of States; and second, by the 
development and testing of a data validation system for 
State reports to be implemented in FY 2003. 


Preliminary results for program participants employed in 
the first quarter after exit and the wage replacement 
earnings measures fell below the targeted performance 
levels. This could be due, in part, to the slowdown in the 
economy and the lack of fourth quarter program data. The 
particularly large number of workers enrolled from the 
steel industry — an industry with high wages and benefits 
— contributed significantly to the inability to attain 
program performance goals. The economic circumstances 
in the communities in which these workers were impacted 
and the general deterioration of the economy, have made 
it difficult to attain targets for entered employment. 

Similar economic factors (though not high wages) have 
had an impact upon workers in the garment and textile 
industries in the South. Where the program finds 
employment for workers, they generally remain employed 
at earnings comparable to previous jobs since these are 
workers with some attachment to the labor market. 
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Strategies: During FY 2u. the TAA program 
focused on enhanced monitoring and oversight of the 
States’ administration of the TAA program by 
conducting State reviews. 


Beginning in FY 2002, the Department also increased 
assessment and analysis of the labor market to better 
ensure a successful match between workers and 
occupations in the community. This strategy is designed to 
ensure that workers avail themselves of training offerings 
that will lead to employment because real job prospects 
exist either in the community or in an area to which the 
participant is willing to relocate. As part of this approach, 
the Department directs the States to use employment 
opportunities as the principle criterion for approving 
training programs for trade-impacted workers. 


The Trade Adjustment Assistance Reform Act, passed by 
Congress in August 2002, repeals the NAFTA-TAA program 
and consolidates elements of it into the reformed TAA 
program. A major reform to the program requires State 
agencies to provide rapid response to individuals for 
whom a petition for TAA assistance has been filed. This 
requirement supports the Department's goal to further 
integrate this program into the Workforce Investment Act 
program -— facilitating greater access to an array of 
reemployment services aimed at assisting individuals in 
need of training and providing job search assistance for 
individuals considered job ready. 


Goal Assessment and Future Plans: Notwithstanding 

the inability to meet the employment indicator, the 
Department raised the targeted performance levels for this 
goal for FY 2003, and will assess the implications of the 
new legislation on the measures for workers who lose 
employment as a result of trade patterns. The performance 
expectations for the Trade program should close! ..ack 
those of the Workforce Investment Act program for 
dislocated workers, and the Department will work closely 
with the States to this end. @ 


(Goal 2.3B — F,’ 2002 Annual Performance Plan) 
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TECHNOLOGICAL ADVANCES, SUCH AS THE LONGWALL MINING SYSTEM PICTURED HERE, HELP CREATE A SAFER WORK 
ENVIRONMENT FOR AMERICA’S COAL MINERS. 


Strategic Goal 3 


LOTTE Ya "Celad qe) Fat: 
& Foster Quality Workplaces that are Safe, Healthyyand fair 


- 
The Department is committed f® fostering workplaces that are safe, healthy, andgair. To meet this objective, / 
the Department is dedicated to increasing the representation, advancement, and promotion of. women, 
people of cofér, veterans, and people with disabilities in the workplace; providing access to quatity child care 
for working families; and improving worker safety and health. As today's workplace is increasingly.‘affectéd 
by global markets, DOL will also address core international labor standards and'child 


PHOTO COURTESY OF EXXON-MOBIL 
ONE MAJOR OIL COMPANY HAS MORE THAN 7,-00 EMPLOYEES WHO BENEFIT FROM HIGH WORKPLACE SAFETY AND 


HEALTH STANDARDS AT 17 OF THE COMPANYS SITES IN OSHA'S VOLUNTARY PROTECTION PROGRAMS. 


Outcome Goal 3.1 
Reduce Workplace Injuries, Dinesses and Fatalities 


Overview 
The Department’s Occupational Safety and Health Administration (OSHA) and the Mine Safety and Health Administration 
(MSHA) ensure the safety and health of American workers through strong, fair, and effective enforcement. The Department 
seeks to go beyond enforcement to cooperate with businesses and labor to protect workers. The level of safet, and health 
compliance assistance activity and the number of workplace safety and health partnerships are greater than ever. OSHA 
and MSHA continue to enhance their compliance assistance efforts, ranging from OSHA's onsite consultation to MSHA’s 
education, training, and technical support for mine owners and miners. 


Serving the Public 
DOL is expanding its efforts to reduce workplace injuries, illnesses, and fatalities by assisting employers and employees to 
understand and comply with its regulations through safety and health partnerships. *he OSHA Voluntary Protection 
Programs (VPP) recognize excellence in safety and health program management and encourage improvement. By the end 
of FY 2002, a total of 884 worksites employing 553,458 workers nationwide participated in the VPP, and the rate of 
workdays lost as a result of injuries and illnesses at these sites fell 50 percent below industry averages. The OSHA Safety 
and Health Achievement Recognition Program (SHARP) offers incentives. recognition, and support to smaller, high hazard 
employers to develop and improve their safety and health programs, and neariy ‘00 sites ‘iad enrolled in SHARP by the end 
of FY 2002. In the OSHA Strategic Partnership relationship, OSHA enters \iito an 2 .cended, cooperative relationship with 
employers, employees, and employee representatives. OSHA now has 163 strategic partnerships involving more than 3,700 
employers and covering nearly 195,000 workers. 


DOL also established partnerships to respond to crises. During FY 2902, when the anthrax threat emerged, OSHA assisted 


the Postal Service; worked with the Senate in efforis to decontaminate the Hart Senate Office Building; ‘participated on an 
anthrax task force with the National Institute of Occupational Safety and Hee'th and the Centers for Disease Control; and 
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maintained ongoing contact with the Federal Bureau of Investigation, the Environmental Protection Agency, and the Food 
and Drug Administration, However, the Department's partnering relationships in crises situations were never more in the 
public eye than on july 24, 2002, when nine underground coal miners became trapped at the Quecreek #1 Mine in 
Somerset County, Pennsylvania, After a sudden in-rush of millions of gallons oO. water trapped the miners, the Department 
initiated a coordinated response that included local, State and Federal agencies—including the State of Pennsylvania, the 
mine operator, mine rescue teams, local law enforcement officials, drilling companies, the U.S, Navy Seals, the Salvation 
Army, the Red Cross, MSHA personnel, and many others, From start to finish, all worked together tirelessly to rescue the 
nine men quickly and safely. The ultimate successful outcome proved the value of DOL's investments in mine safety 
techniques, miner training, and strong partnerships among government agencies and private industry. 


Growth oF OSHA Barery 
AND HEALTH PARTNERSHIPS 
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Program Costs 
The FY 2002 program costs of $781 million for Outcome Goal 3.1 support OSHA and MSHA occupational safety and 
health programs through compliance assistance and direct enforcement or through grants to State programs. Enhanced 
efforts of the Department included compliance assistance and enforcement initiatives to identify, target and strengthen 
focused programs on high hazard industries needing priority attention, such as the construction and metal and nonmetal 
mining industries. 
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DOL Challenges for the Future 
The Department ensures workplace safety and health for a diverse and constantly changing workforce—some of whom are 
new to the workforce, such as recent immigrants—who work in our mines, operate our factories, and build our houses. 
Trends in the demographic characteristics of the workforce and the pace of technology innovations create special safety and 
health issues that challenge the Department to focus its resources on the hazards most likely to cause worker injury, illness, 
or death. At the same time, the Department seeks to continually upgrade the expertise of DOL's safety and health 
professionals to prepare them to effectively assist the Nation's employers and workers to manage the risks of the changing 
workplace environment. The Department's safety and health specialists must successfully confront disasters, such as 
Quecreek, and deal with emerging safety trends, such as increased injuries among Hispanic construction workers. 


The Department seeks to make the best use of its resources by working with employers and workers — joining its efforts 
with theirs. The Department of Labor is encouraged by the progress that employers and workers alike are achieving in 
reducing workplace injuries and illnesses, and will continue to pursue new opportunities to leverage its impact by entering 
into partnerships with employers and workers committed to safer and healthier workplaces. 
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Reduce Mine Fatalities and Injuries 


Reduce the number of mine fatalities by 15% and the 
mine non-fatal injury incidence rate by 17% below the 


projected baseline. 


Results; This goal was not met, Mine fatalities decreased 
by 5.3 percent and the non-fatal injury incidence rate 
declined by 8.9 percent from the baseline, 


Program Description; The mission of the Department's 
Mine Safety and Health Administration (MSHA) is to 
protect the safety and health of the Nation's miners. 
Through safety and health enforcement, compliance 
assistance, education, training, and technical assistance 
efforts and in partnership with the American mining 
community, MSHA works to eliminate fatalities and 
reduce the frequency and severity of accidents in 
accordance with the Federal Mine Safety and Health Act 
of 1977, 


Analysis of Results: Fatalities: During FY 2002, accidents 
in the Nation’s mines claimed the lives of 71 workers — 
39 in metal and nonmetal mines and 32 in coal mines. 
The total number of mining fatalities remained unchanged 
from FY 2001, but the distribution of fatalities shifted from 
the prior year when 30 workers had died in metal and 
nonmetal mining accidents and 41 in coal mining 
catastrophes. Although MSHA did not meet its FY 2002 
target to reduce fatalities by 15 percent below the FY 
2001 baseline target of 75 deaths, the statistics for FY 
2001 and FY 2002 represent the lowest number of 
fatalities ever recorded by the mining industry. 


FATALITIES AT ALL MINES 
FY 1991 - 2002 
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Injuries; The non-fatal injury incidence rate declined to 
an estimated 3,15 in FY 2002 trom the FY 2001 rate of 
4,29, a decrease that was not sufficient to meet MSHA's 
ambitious target of a 17 percent reduction trom the FY 
2000 baseline. 


NONFATAL INJURY INGIDENGE RATE FOR ALL MINES 
FY 1991. 2002 
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The Department has not significantly changed MSHA's 
business processes since the enactment of the Mine Act in 
1977, and has primarily emphasized enforcement 
mechanisms to improve the safety and health of the 
Nation’s miners. Mining deaths and injuries are at all-time 
lows, but appear to have reached a plateau. DOL is 
taking a proactive approach to break this trend. In FY 
2002, the Department set significant new goals for the 
mining industry with the active support of its stakeholders 
— to reduce fatalities by 15 percent annually and cut the 
injury incidence rate in half over the next four years. To 
achieve these ambitious goals, MSHA has undertaken a 
culture shift that looks beyond the traditional enforcement 
approach to a more even balance among enforcement, 
education and training, and technical support. The 
success of many of the initiatives and action plans put in 
place to achieve these goals, initiated in the middle of this 
fiscal year, rely on training, acceptance and adoption by 
MSHA’s workforce, as well as the mining industry. 


Accident and injury data are accurate and reliable. MSHA 
receives employment, injury, and accident data from mine 
operators and has an audit program in place that verifies 
annually the reliability of the data. 
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Strategies: The Department continues to reach out to 
members of the mining industry by holding numerous 
stakeholder meetings throughout the mining regions of the 
U.S. with hundreds of miners, educators, labor unions, 
trade associations, State agencies, equipment 
manufacturers, and mine operators attending. This year, 
MSHA launched a new emphasis on compliance 
assistance, to ensure that mine operators and miners 
understand the requirements for working safely and 
complying with the law, DOL is analyzing the most 
efficient and effective targeting of MSHA resources, and 
combinations of enforcement and compliance assistance 
activities, to produce the greatest positive effects on mine 
safety and health. This analysis will support the 
Department's efforts to focus MSHA’‘s resources on mines 
that experience high accident and injury trends. These 
new initiatives do not diminish enforcement, but instead 
focus enforcement efforts, increase compliance assistance, 
improve professional development for MSHA inspectors, 
and increase interaction with miners and mine operators 
during the inspection process 


Vuality Workplaces that are Sate Healthy and Fail 


MSHA has identified root cause analysis as a critical 
strategy for reducing future mining injuries, and recently 
established an Accident Prevention Committee to develop 
programs and materials to address root Causes of 
accidents. MSHA now conducts root cause analysis 
during each fatal accident investigation, and all accident 
reports include a statement that addresses the root 
cause(s), Consistent with this approach, MSHA’s 
accident investigations now focus more on the activity 
being performed by the injured miner than the miner's 
occupation, job title, or location at the time of the 
accident. Analysis reveals most accidents occur during 
maintenance and repair activities by miners in all 
occupations, and MSHA personnel are now talking 

with miners, individually and in small groups, 
specifically about maintenance and repair safety, and 
distributing posters and stickers to remind them about 
the appropriate practices, 


To expand education, training, and technical assistance, 
MSHA has added to its website links to accident 
prevention ideas from miners, industry, and Agency 
officials. MSHA is also developing a web-based 
newsletter service for stakeholders, to provide subscribers 
with instant notification of mining fatalities, hazard alerts, 
and other safety and health related news. 
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Finally, in order to ensure Maximum benetits trom the new 
strategies described above, MSHA has initiated an 


The Department's performance data reveal that mining 
operations employing five or fewer employees have about 


one and one halt times the fatality rate experienced by extensive analysis of the tasks performed by the agency's 
operations employing twenty or more, often because small | — enforcement workforce, including district health, satety 
mine operators lack adequate resources tor health and and compliance personnel, supervisors, and educational 
satety programs and, as a result, tend to focus on the field support personnel, to detine the skills and knowledge 
minimum requirements for compliance with the that are key to MSHA's success in the 21st Century, 
regulations rather than assessing overall mine safety. 

The Department is establishing a Small Mine Office in Goal Assessment and Future Plans: The Department has 
MSHA to foster cooperation and consultation with small modified this goal for FY 2003 to begin to measure results 
mine operators to achieve reductions in injuries and in achieving a reduction of the fatal incidence rate, and 
iIInesses. MSHA’s WebPage now offers training materials to address the incidence rate for all mining injuries rather 
specifically tailored to small mines, and the agency than only injuries that result in days lost from work, 
continues to increase compliance assistance and training Changing this goal will provide MSHA with more 

visits to small mines. accurate tools to measure annual changes in mine 


safety indicators. 


(Goal 3.1A — FY 2002 Annual Pertormance Plan) 
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Reduce Miners’ Exposure to Health Hazards 


Reduce the percentage of respirable coal dust samples 
exceeding the applicable standards by 5% for designated 
occupations and reduce the percentage of silica dust 
samples in metal and nonmetal mines exceeding the 
applicable standards by 5% for high risk occupations, and 
reduce the percentage of noise exposures above the citation 
level in all mines by 5%. 


Results: This goal was not met. Compliance with silica 
dust and noise standards improved by 28 and 32 percent 
respectively from newly established baseline levels; 
however, overexposures to the applicable standard for 
respirable coal mine dust remained the same relative 

to FY 2001, 


Program Description: The Department's Mine Safety and 
Health Administration (MSHA), through safety and health 
enforcement and compliance assistance, and in 
partnership with the American mining community, works 
to minimize health hazards in accordance with the 

Federal Mine Safety and Health Act of 1977. MSHA‘s 
programs endeavor to ensure the 300,000 men and 
women who work in over 14,000 American mines will not 
be at risk of illness as a result of their job. 


Analysis of Results: Disabling respiratory diseases among 
miners caused by exposure to excessive amounts of 
respirable dust—coal dust and crystalline silica in 
particular—remain pervasive but preventable health 
hazards. Elimination of black lung disease and silicosis is 
a continuing Department priority. Measuring exposures 
that lead to these conditions allow us to evaluate whether 
the Department and the mining community are making a 
positive impact on the factors that will determine whether 
today’s mine workers can look forward to better health in 
the future than their predecessors. 
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Coal Mine Dust; Both respirable coal and respirable silica 
dust negatively atfect the human respiratory system, 
Therefore, the Department modified the FY 2002 indicator 
to reduce coal miners’ exposure to health hazards to 
incorporate the hazard of silica dust present in coal mines. 
Starting in FY 2001, DOL has counted all valid dust 
samples that exceed the applicable coal mine dust 
standard; the standard may be significantly reduced and is 
site-specific, based on the amount of silica present at each 
mine. This goal change, which establishes a more 
stringent performance measure, is designed to protect the 
entire coal mining population because it requires the 
Department to monitor and control not only respirable 
coal dust, but also silica dust exposures in coal mines. 
The significance of the change in this performance 
measurement is evident: under the old criteria, 10.2 
percent of samples exceeded the standard in FY 2001, 

By applying the new criteria to establish a new baseline, 
the same year's data reveal that 15 percent of the 
measured exposures exceeded the applicable standard. 
The target for FY 2002 of 14.2 percent non-compliance 
was not met. The actual result, 678 overexposures out of 
4521 coal dust samples collected, equals the FY 2001 
baseline of 15 percent. 


COAL MINE RESPIRABGLE DUST EXPOSURES 
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Silica Dust in Metal and Nonmetal Mines; DOL changed 
this indicator in FY 2002, Previously, the Department 
relied on an indexing method, based on a weighted 
number of citable samples out of the total number ot 
samples taken for non-designated high-risk occupations, to 
measure progress in achieving this indicator. This method 
statistically compared an Gccupation, mine type and 
commodity code for one year against the same 
occupation, mine type and commodity code tor the next 
year. While statistically valid, the previous indexing 
method is difficult to explain in layman's terms and does 
not alow DOL to concentrate on the health of miners who 
may potentially be at greater risk of exposure to silica dust. 
Now, DOL analyzes the percent of samples that are citable 
this year and compares to the prior year for designated 
high-risk occupations, Using FY 2001 data, the baseline 
for these designated occupations was determined to be 9.3 
percent. In FY 2002, preliminary end of year data 
indicates that, of the 1326 silica dust samples collected in 
the metal and nonmetal sector, 88, or 6.6 percent, 
exceeded the citable level of the applicable standard for 
these designated high-risk occupations, representing a 
reduction below the target of 8.8 percent. Since the 
method for detei mining results for this indicator differs 
significantly from the prior years’ algorithm, previous data 
cannot be compared meaningfully to this year’s results. 
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Noise: This is a new health indicator tor FY 2002, 
Previously, noise regulations applied only to metal and 
nonmetal mines, but new regulations in FY 2001 also limit 
noise exposures in coal mines, Noise samples collected 
in FY 2000 and 2001 for all mines formed the 
performance measure baseline; 9.0 percent of these 
samples were above the citable level, During FY 2002, 
MSHA collected 16,474 valid samples and of these, 947, 
or 5.8 percent, did not comply with the regulations. This 
is well below the target of 8.6 percent and the baseline of 
9.0 percent, 


MSHA NOISE EXPOSURES 
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MSHA safety and health compliance specialists 
conduct dust and noise sampling following 
well-established procedures. A quality control process 
and edit checks assure the accuracy and reliability 

of the performance data. 


Strategies: The Department is positively impacting the 
health of the Nation's miners by targeting compliance 
assistance efforts at mines with recurring dust and noise 
exposures in excess of the standard. These efforts include 
onsite monitoring, raising awareness of the hazards 
associated with exposure to excessive levels of respirable 
coal dust, silica dust and noise, and assisting operators to 
improve their dust and noise control practices. 


Foster Qualit 


The Department directs informational outreach programs to 
occupations with high dust exposures and excessive noise 
levels, and continues to work with operators who 
experience these problems, The Department is also 
developing web-based, interactive training programs on 
health related issues available via MSHA’s Internet website. 
By providing assistance through operator educational and 
training seminars, compliance assistance visits, and 
companion sampling, DOL assists industry and labor in 
solving difficult health compliance problems. Additionally, 
DOL is increasing sampling and monitoring of dust control 
practices at mines with elevated dust levels, and of noise 
control practices at underground coal mines. 


Goal Assessment and Future Plans: Seeking to expand 

and significantly improve health conditions for the 
Nation’s miners, and in response to the promulgation of 
new noise standards to eliminate hearing loss among 
coal miners, the Department changed its health indicators 
in FY 2002. Further revision of the health goals is under 
study to take into account prior performance and 
emerging results trends. @ 


(Goal 3.1B — FY 2002 Annual Performance Plan) 


Workplaces that are Safe, Healthy, and Fail 


PHoTo: DOL 


Annual Report Fiscal Year 2002 


Quality Workplaces 


United States Department of Labor 


Reduce Workplace Injuries and Ilinesses 


Reduce three of the most significant types of workplace 
injuries and causes of illnesses by 15% annually. 


Results: This goal was not achieved. The average 
exposure severity at workplaces with silica inspections 
increased by 300 percent from the baseline. DOL met the 
lead exposure goal; the average lead exposure severity 
decreased 69 percent trom the baseline. CY 2001 BLS 
data for amputations will be available in April 2003. The 
three-year average amputation rate for CY 1998-2000 (the 
most current data available) represents a 24 percent 
reduction from the CY 1993-1995 baseline. 


SILICA EXPOSURES 
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Program Description: The Department has emphasized 
silica, lead, and amputation hazards in its enforcement 
and compliance assistance programs since FY 1997. As 
one of its most important roles, the Department educates 
employers about the right precautions to protect 
employees from workplace hazards. In FY 2002, the 
Department enhanced its efforts to enter into partnerships, 
and through these partnerships disseminated guidance and 
information to help employers prevent silicosis, lead 
overexposure, and amputations. Because the illnesses 
caused by silica and lead exposures and amputation 
injuries are substantially reduced when businesses follow 
the Department's safety and health guidance and 
regulations, the Department also continued enforcement 
in establishments where these hazards are present. 
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Analysis of Results: 

Silica and Lead Exposures; DOL revised the FY 2002 
performance goal irom a 15 percent reduction from a fixed 
baseline to a more challenging 15 percent reduction in 
exposure severity annually, Silica and lead exposures 
measured during inspections in the past few years show 
considerable variability. DOUs current methodology 
measures the average exposure severity only in workplaces 
that the Occupational Safety and Health Administration 
(OSHA) inspects, which have been specially targeted as 
potentially hazardous sites, rather than in all workplaces. 
DOL recognizes that the current method does not 
satisfactorily measure progress on this goal because OSHA 
does not have data that represent worker exposure at all 
workplaces. In an effort to identify alternative measures, 
OSHA is currently exploring external sources of data on 
silica and lead exposure — from independent laboratories, 
industry associations, State health departments, and other 
sources. During FY 2002, Federal inspectors found that 
silica exposures complied with the limits set by DOL 
during 99 (65.6 percent) of the 151 inspections. Lead 
exposures fell within the standards during 177 (83.5 
percent) of the 212 inspections conducted by Federal 
inspectors for this hazard. 


Amputations: DOL achieved its FY 2000 measure of 
reducing the amputation rate by 7 percent from the CY 
1993-1995 baseline. Amputations have declined since 
1997, both in terms of rates and numbers. Over 90 
percent of amputations affect the fingers. The 
manufacturing industry division accounts for about half of 
all amputations. Machinery accounts for 55-66 percent of 
the amputations from 1992-2000, and saws and presses 
rank consistently among the most dangerous sources. 
Many sectors of the construction industry also have high 
rates and numbers of amputations. 


LEAD ExPosuREs 
(AVERAGE LEAD EXPOSURE SEVERITY) 
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Strategies: 

Silica: The Department continued to implement its 
nationwide special emphasis program that focuses 
inspections where silica exposure is likely to be highest, 
such as sandblasting in construction, The Department 
also continued work on a risk assessment of the health 
effects from silica exposure for a possible improved 
regulation for silica, added five partnerships covering sites 
where workers may be exposed to silica, and conducted 
seminars for contractors whose employees are exposed 
to silica dust. 


Lead: In FY 2002, the Department continued the National 
Emphasis Program focusing enforcement and compliance 
assistance at establishments where there is lead exposure. 
Lead is a targeted hazard under DOL's National Emphasis 
Program for Shipbreaking. DOL has 21 Local Emphasis 
Programs nationwide that target lead exposure in various 
local workplaces. In addition, numerous sites where 
workers may be exposed to lead were added to the 
Voluntary Protection Program (VPP) — the premier safety 
and health partnership for businesses with demonstrated 
excellent safety and health records. 


WORKPLACE AMPUTATIONS 
(S-YEAR AVERAGES: 
Rate PER 10,000 FULL-TIME WORKERS) 
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Amputations: In FY 2002, the Department implemented 
the National Emphasis Program on Hazardous Machinery 
associated with amputations, which expands on an 
existing national emphasis program on mechanical power 
presses. This new initiative focuses on a combination of 
enforcement and compliance assistance with the aim of 
decreasing the number of amputations related to saws, 
shears, slicers, slitters, and brake presses. In addition, the 
Department developed an informative new publication 
Safeguarding, Equipment and Protecting Workers from 
Amputations (www.Publications/osha3079.pdf) and a fact 
sheet for amputations identifying hazardous machines and 
pointing out safeguards (www.osha-slc.gov/OshDoc/data_ 
General_Facts/amputation-factsheet.pdf ). 


Audits and Program Evaluations: The Office of Inspector 
General issued a report on OSHA Strategic Partnerships 
that entail extended, cooperative OSHA relationships with 
employers, employees, and employee representatives. 
OIG recommended that OSHA enhance its metrics for 
measuring the results of these partnerships and improve 
partners’ awareness of program requirements. In 
response, OSHA expanded its database for strategic 
partnerships, improved the quality of the data, and drafted 
a program directive to clarify program requirements. For 
more information, please see Appendix 3. 


Goal Assessment and Future Plans: Recognizing the need 
for accurate and timely information with which to make 
program decisions, the Department is re-analyzing this 
goal, and will consider alternative ways to calculate the 
outcome measures, particularly for silica and lead 
exposures. DOL plans to continue the combined 
enforcement and compliance assistance approach by 
refining it to focus more precisely on the industry sectors 
and types of equipment identified with amputations. 
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Foster Yuality Workplaces that are Safe 


Reduce Injuries and Ilinesses in Workplaces 
Where the Agency Initiates an Intervention 


Reduce injuries and illnesses by 20% in at least 100,000 
workplaces where an intervention is initiated. 


Results: The Department achieved this goal. Since FY 
1995, an estimated total of 110,000 workplaces that 
received an intervention experienced at least a 20 percent 
reduction in injury and illness rates within one or two 
years following an intervention by the Department's 
Occupational Safety and Health Administration (OSHA). 


Program Description: OSHA interventions include: 
enforcement inspections, which occur after fatalities, 
serious injuries, and complaints, or through systematic 
targeting of employers in high-hazard industries; high 
injury/illness notification letters to employers with the 
highest rates, urging them to take voluntary action to 
improve workplace safety and health; and consultation 
visits, requested by the employer from DOL-funded, State- 
run consultation programs providing free and confidential 
assistance for improving occupational safety and health 
management systems. 


Analysis of Results: The current result is an estimate based 
on the methodology developed previously by a researcher 
from Clark University for workplaces having received an 
intervention that took place between FY 1995 and the end 
of FY 2001. DOL further analyzed the impact of 
consultation interventions in an evaluation report 
completed in July 2002. Inspections with a preceding 
consultation found an average of 0.66 fewer serious 
violations, assessed an average of about $3,000 less in 
penalties, and identified declines in lost workday injury 
and illness rates following certain types of consultations. 


WORKPLACES RECEIVING DOL INTERVENTIONS FROM 
FY 1995 TO PRESENT EXPERIENCING AT LEAST 
20% REDUCTION IN ILLNESS 
AND INJURY RATES 


FY 2000 FY 2001 FY 2002 


FY 1999 
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Strategies: Strong, fair and effective enforcement is a 
major strategy to achieve this goal. Recently, DOL 
expanded its enforcement program. In FY 2002, DOL 
inspectors conducted about 37,500 safety and health 
inspections — the highest total in eight years. The 
Department plans to add another 1,300 in FY 2003. 
DOL's general industry “site specific” targeting efforts 
involve identifying 13,000 sites with high injury and 
illness rates. DOL sends each site a letter urging them to 
take voluntary action to eliminate the hazards causing 
their high rates. Each letter includes a copy of the 
employer's injury and illness data, information on the most 
common occupational safety and health hazards in the 
industry, and suggestions for sources of safety and health 
assistance. DOL then conducts inspections at those with 
the highest injury and illness rates. DOL is also 
establishing a method for targeting specific construction 
sites that need enforcement attention. 


The consultation program serves small businesses in high- 
hazard industries, assisting them by identifying serious job 
safety and health hazards and by suggesting approaches 
for solving safety and health problems. Employers commit 
to correcting in a timely manner any serious hazards 
identified. DOL has sought to expand the number of 
employers served by this program each year. 


Audits and Program Evaluations: OSHA completed an audit 
of the validity and reliability of workplace injury and 
illness data: OSHA Data Initiative Collection Quality 
Control: Analysis of Audits on 2000 Employer Injury and 
IIIness Recordkeeping. Most employers are required to 
record injuries and illnesses. The audit found that 
employers’ reports of injuries and illnesses provide 
reasonable and accurate data. The audit suggests a slight 
improvement among employers in maintaining the data, 
and concluded that OSHA can continue to use the data to 
meet its program and reporting needs. OSHA will 
continue the audit and use the results to reach out to 
employers to help them improve their recordkeeping. 


In July, OSHA completed the Evaluation of OSHA's 
Consultation Program. \nspections of estab! ,hments that 
had a consultation visit in the prior two years found 
significantly fewer serious violations, imposed penalties 
less often, and imposed smaller penalties. When the 
analysis was limited to those consultations that provided a 
complete safety hazard assessment of all working 
conditions, equipment, and processes at the worksite, an 
8.9 percent decline was found in the establishment's lost 
workday injury and illness rate. 
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The General Accounting Office (GAO) issued a report 
entitled, Workplace Satety and Health: OSHA Should 
Strengthen Management of Its Consultation Program 
(GAO-02-60). In it, GAO recommended that the 
Department restructure the formula for distribution of 
funds to State consultation projects. DOL agreed to revise 
its formula to allocate funds based on performance criteria. 
GAO also recommended that the Department improve the 
measurement of the program and better assess the impact 
of the program on worker safety and health. OSHA will 
address these recommendations through the Integrated 
Management Information System redesign project and by 
analyzing injury and illness data from the Data Initiative 
for businesses served by the consultation program. See 
Appendix 3 for more information. 


Goal Assessment and Future Plans: The Department's goal 
for FY 2003 is to reduce injuries and illnesses by 20 
percent in at least 125,000 workplaces following an 
intervention. Realizing the need for more comprehensive 
performance information, DOL is exploring options for 
gathering and analyzing data as a more systematic and 
coordinated part of OSHA interventions. @ 
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Decrease Fatalities 
in the Construction Industry 


Decrease fatalities in the construction industry by 11% by 
focusing on four leading causes of fatalities (falls, 
struck-by, crushed-by, and electrocutions and 

electrical injuries). 


Results: The goal was substantially achieved. The 
Calendar Year (CY) 2001 fatality rate (the latest data 
available) declined by 9.5 percent from the baseline. 


Program Description: To reduce fatalities in the 
construction industry, the Department's Occupational 
Safety and Health Administration (OSHA) conducts 
inspections, develops industry-specific standards and 
guidelines, and offers compliance assistance programs, 
including partnerships, focused on the leading causes of 
fatalities. During FY 2002, the Department initiated or 
continued many local partnerships covering thousands of 
workers under the national ievel partnership agreements 
with the Associated Builders and Contractors and the 
Associated General Contractors. 


Analysis of Results: The Department measures this goal 
using the BLS Census of Fatal Occupational Injuries, 
which has a nine-month lag time in availability and 
includes workers not under DOL’s occupational safety 
and health jurisdiction, such as self-employed workers. 
The fatality rate declined from 14.7 deaths per 100,000 
workers in the baseline year (CY 1995) to 13.3 in CY 
2001, with the 9.5 percent decline in the fatality rate 
representing 86 percent of the targeted reduction. 

The CY 2001 results reflected an increase in the 
construction fatality rate from the historic low of 12.9 
deaths per 100,000 workers in the prior year. This 
increase probably reflects random fluctuations in the 
construction fatality rate. 


PRIVATE SECTOR CONSTRUCTION FATALITY RATES 
(FATALITIES PER 100,000 WORKERS) 
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In order to obtain data on a more timely basis to assess 
the Department's progress in reducing construction 
fatalities, DOL plans to expand the use of data from 
OSHA's internal management information system. These 
data provide information only on workers within the 
Department's jurisdiction and usual operating parameters. 
Using data from OSHA's internal management information 
system, the fatality rate declined in FY 2001 by 14.7 
percent compared to a FY 1995 baseline. 


Strategies: As the construction industry suffers the most 
fatalities of any sector covered by the Occupational Safety 
and Health Act, the industry has traditionally been a focus 
of DOL's inspections, with over half of all inspections 
occurring in construction. Construction inspections 
conducted by DOL inspectors increased to 21,344 in FY 
2002 from 20,208 in FY 2001 — a 5.6 percent increase. 


In addition, in FY 2002, DOL continued to increase the 
number of partnerships and made construction safety and 
health training more accessible. Examples of the 
Department's efforts to direct assistance to workers who 
could most benefit include: 


w DOL entered into a partnership with the Hispanic 
Contractors of America, Inc. to promote safe and 
healthful working conditions for Hispanic construction 
workers through effective training and increased 
access to safety and health resources in Spanish. This 
partnership will expand DOUL’s outreach to Spanish 
speaking workers and employers to address a rise in 
fatality and injury incidents among Hispanic 
construction workers. 


AN INTERCULTURAL ALLIANCE IN GEORGIA HELPS EDUCATE DAY LABORERS ABOUT JOB SAFETY AND HEALTH CONCEPTS. 


PHoTo: DOL/OSHA 


| 101 Annual Report Fiscal Year 2002 


a 


Quality Workplaces 


@ In response to serious injury and fatality incidents 
during telecomunication tower erection in Chicago, 
DOL signed a regional partnership with an association 
of telecommunication tower erectors. The partnership 
calls for all member employers to follow safe-building 
practices such as having a safety and health monitor 
on-site at all times, and a safety and health program 
in place. 


In addition, DOL pursues training and outreach strategies 
designed to magnify its impact. During FY 2002, DOL 
awarded over $1 million in construction-industry training 
grants to employer associations, labor-management 
organizations, and academic institutions to develop 
training and/or educational programs, recruit workers and 
employers for the training, and conduct the training. The 
Department's outreach activities focus on trade 
associations for the specific sectors of the construction 
industry with the highest fatality rates, such as roofing, 
electrical work, steel erection, and highway construction. 


Finally, DOL continues to develop several safety and 
health regulations related to the construction industry. 
Every year, according to BLS fatality data, more than 50 
workers are killed at road construction sites. The 
Department issued a new roadway construction standard 
for traffic control signs, signals, and barricades that is 
expected to provide better protection from traffic hazards. 
The Department anticipates that its steel erection standard, 
developed with industry and union groups, will prevent 30 
fatalities and 1,142 injuries annually. 


In FY 2003, DOL plans to improve targeting for 
construction inspections, using newly collected injury and 
illness data from about 13,000 larger contractors who 
control about half of the dollar value of all construction 
jobs in the United States. According to OSHA’s 
management information data, an average of 70 
construction fatalities a year occur in trenching accidents. 
In FY 2003, DOL plans to conduct a review of the 
effectiveness of its regulation for trenching anc excavation 
to assess the burden on contractors to comply with the 
regulation and develop recommendations to make 
compliance easier. 
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Audits and Program Evaluations: The General Accounting 
Office completed a report entitled Labor's Efforts to 
Entorce Protections tor Day Laborers Could Benetit trom 
Better Data and Guidance, which found that current data 
on injury and illness might overlook hazardous 
workplaces for day laborers. In response to the report's 
recommendations, the Department will continue to make 
a concerted effort to address issues related to day laborers; 
OSHAS regional and area offices will continue working at 
a local level with a variety of organizations — faith-based, 
community, academic, and governmental — to address 
the issues related to day laborers. DOL will also continue 
exploring the best way to collect data on the safety and 
health violations at worksites employing day laborers, 
redesigning its current dats collection tool, and reviewing 
current interpretations ‘or consistency regarding workplace 
safety and hea!th for cay laborers. See Appendix 3 for 
more information. 


Goal Assessment and Future Plans: For FY 2003 DOL will 
target a 15 percent reduction of construction fatalities 
from the baseline. 


(Goal 3.1F — FY 2001 Annual Performance Plan) 
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Reduce Work Site Injuries and Illnesses 
Through Voluntary Cooperative Relationships 


Reduce injuries and illnesses by 15% at work sites engaged 
in voluntary, cooperative relationships with DOL. 


Results: This goal was achieved. The lost workday injury 
and illness incidence rate declined by 47 percent at sites 
engaged in voluntary, cooperative relationships with DOL, 


Program Description: DOL olfers a number of safety and 
health partnerships. This goal measures the impact of two 
of these — the Voluntary Protection Programs and the 
Safety and Health Achievement Program — on reducing 
injuries and illnesses. 


The Voluntary Protection Programs (VPP) recognize and 
promote excellence in worker safety and health. VPP 
worksites operate effective safety and health program 
management systems that result in reductions in injuries 
and illnesses. VPP Star targets companies with 
comprehensive, successful safety and health programs. 
To qualify for VPP Star, a site must acquire and maintain 
three-year injury and illness rates below the national 
average for the site’s Standard Industrial Classification. 
VPP Merit is a stepping stone to the VPP Star program. 

To qualify for VPP Merit, a site must achieve rates below 
the average within two years. OSHA estimates that at 
least 95 percent of existing VPP sites maintain their VPP 
Status. In rare instances (estimated at 5 percent or less), a 
VPP site's three-year rates rise above those within their 
industry, either due to changes in rates at the site or in the 
averages. OSHA places these sites in a special status, 
allowing them one to two years to improve. 


The Safety and Health Achievement Recognition Program 
(SHARP) provides incentives, recognition, and support to 
smaller employers in industries or occupations 
characterized by above average injury and illness rates to 
develop and improve their safety and health programs. 
DOL assists SHARP participants through onsite 
consultations and offers incentives, including exemption 
from routinely scheduled OSHA inspections of high 
hazard industries, to participants that demonstrate 
performance improvements. 
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Analysis of Results: A study commissioned by DOI 
showed a combined 47 percent decline in the lost workday 
injury and illness incidence rate for the two programs, 
greatly exceeding the goal’s 15 percent target reduction, 
The declines in the incidence rates for VPP and SHARP 
programs individually were 48 percent and 50 percent, 
respectively, Because data were not available for all 
worksites participating in VPP and SHARP in FY 2001, 
these declines are based on a subset of sites (119 of 560 for 
VPP and 61 of 384 for SHARP). However, a distribution 
analysis of characteristics of this subset, including size, 
industry sector and use of contract employees, showed that 
the subset used was reasonably representative. This 
suggests that results of the subset are a reasonable estimate 
of results for all participating worksites. 


Strategies: The Voluntary Protection Program ranks as 
DOLU's premier partnership program because it recognizes 
worksites that have demonstrated excellence in their safety 
and health programs. In view of the success of the 
Voluntary Protection Program, SHARP, and other 
partnership programs in dramatically reducing workplace 
injuries and illnesses, a significant expansion of employer 
participation in these programs while maintaining the 
programs’ achievements represents a key strategy for the 
Department in FY 2003. 


Goal Assessment and Future Plans: In the FY 2003 Annual 
Performance Plan, the Department discontinued presenting 
the performance of voluntary, cooperative programs as an 
independent goal. DOL will continue to monitor the 
effectiveness of partnerships and other strategies, and will 
discuss their relative contributions toward achieving the 
results of more comprehensive goals to reduce the total 
level of injuries and illnesses in the Nation’s workplaces. @ 
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ONE-STOP CAREER CENTERS PROVIDE PERSONALIZED, CUSTOMER-‘ORIENTED SERVICES THAT ARE RESPONSIVE TO THE 
NEEOS OF PEOPLE WITH DISABILITIES. 


Outcome Goal 3.2 
Foster Equal Opportunity Workplaces 


Overview 
DOL is Committed to fostering workplaces that guarantee equal opportunities and tairness to working Americans. President 
Bush has said. “bwill Constanth: speak tor the values that unite our Country: personal responsibility, equal justice, and 
equal opportunity tor evervbody. These are important Common values.”” DOL pursues the President's Commitment through 
Its efforts to help recipients oF DOL financial assistance Comply with laws such as the Civil Rights Act and the Americans 
with Disabilities Act and by assuring that Federal Contractors attord minorities, women, individuals with disabilities, and 
Veterans an equal opportunity to Compete tor employment and advancement. 


Serving the Public 
The principle underlying the civil rights and equal employment opportunity. provisions that the Department administers 
is that Federal tax dollars may not be used to discriminate or to perpetuate discrimination ia the workplace or in the 


AV aTaDII OF program services 


The requirement that Government contractors retrain trom: discriminating in-employment has been an established part of 
hederal Contracting policy since 1941, when President Roosevelt signed Executive Order 8802, and it Continues today. The 
Frmplovment Standards Administration (ESA: has the responsibility of assuring that emplovers doing business with the 
bederal Government comply with the equal employment opportunity, and attirmative action provisions of ther Contracts 
ISA entorces laws and regulations protecting emplovees and applicants trom discrimination regardless of thei gender, race 


national origin, color religion, or status asa qualitted individual with disabilities or protected veteran 
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Recipients of Federal financial assistance, such as job training and placement service providers under the Workforce 
Investment Act, also must refrain from discriminating in providing services or benefits. DOL's Office of the Assistant 
Secretary for Administration and Management assures compliance with the civil rights laws that apply to recipients of DOL 
financial assistance. Education and technical assistance to the States play key roles in promoting voluntary compliance 
with applicable non-discrimination laws. 


Together, these equal opportunity programs serve much of the American workforce, as more than 25 percent of the labor 
force in America (25 million workers) work for Federal contractors or subcontractors, and a majority of the American 
workforce qualifies for job training and/or placement services from programs receiving financial assistance from DOL. In 
administering and enforcing these anti-discrimination and equal employment opportunity laws, DOL strives to give as many 
working Americans and job seekers as possible the chance to develop their full potential and follow their dreams. 


Program Costs 
Net FY 2002 costs for Outcome Goal 3.2 are $117 million, an increase of 7.6 percent over FY 2001 costs. Outcome Goal 
3.2 ranks eighth in cost among the nine outcome goals, with 0.18 percent of the Department's total costs. The focus of this 
spending is to ensure that Federal contractors and States that receive Workforce Investment Act funding achieve equal 
opportunity workplaces and deliver program services in a nondiscriminatory manner. 


Net Costs ($M) 


Fiecar Year 


DOL Challenges for the Future 
DOU's procedures and policies for assuring equal opportunity workplaces must be adaptable, so they can reflect and 
accommodate change in Federal contractor industries now and in the future. The Department must also pursue avenues of 
cooperation — through partnerships with employers, associations, and other Federal agencies as well as compliance 
assistance — to expand equal opportunity for employees and job applicants in those companies that have a contractual 
relationship with the Federal government. 


To this end, the Secretary of Labor's Opportunity Awards, the Exemplary Voluntary Efforts Awards, and the Exemplary Public 
Interest Contributions Awards Program provide a mechanism for DOL to partner with the private sector in identifying 
programs of particular merit for achieving workplaces that afford equal opportunity. Meritorious programs are then 
showcased as models for other employers to follow. 


DOL must also meet the challenge of continually reviewing program activities and processes for ways to use and manage 
technology to achieve greater efficiencies, improve service delivery, and lighten burden on constituents. For example, with 
the increase of new, advanced, and more affordable technology for assisting persons with disabilities, the Department faces 
an important challenge to ensure that Federal contractors — as well as those programs and agencies that prepare adults and 
youth for employment — provide the necessary accommodations to support persons with disabilities. Thro uch several 

coo sinated initiatives, the Department is assisting employers and providers of job training and employment services to 
improve employment options and career success for persons with disabilities in the workforce of the 21st Century. 
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Foster Equal Opportunity Workplaces 


Federal contractors achieve equal opportunity workplaces as 
indicated by: 


1, Improving the equal employment opportunity 
performance of Federal contractors and subcontractors 
within industries where data indicate the likelihood of equal 


employment opportunity problems is greatest. 


2. Improving the equal employment opportunity 
performance of Federal contractors and subcontractors that 
have had prior contact with DOL/OFCCP through 


evaluations, outreach, or technical assistance. 


Results: The goal was achieved. The Department fully 
achieved all six indicators measuring improvements in the 
industries with the greatest likelihood of equal 
employment opportunity problems, and the three 
indicators measuring improvement by contractors and 
subcontractors previously contacted. 


Program Description: DOL administers nondiscrimination 
and equal employment opportunity laws and regulations 
as they relate to Federal contractors and subcontractors 
that employ a total of about 25 million workers 
nationwide. The Employment Standards Administration’s 
Office of Federal Contract Compliance Programs (OFCCP) 
takes a leadership role in these activities. The laws and 
regulations protect employees and job applicants against 
discrimination based on race, color, sex, religion, national 
origin, status as a qualified individual with disabilities or 
as a protected veteran. DOL's responsibilities in this arena 
span about 15,000 employers that provide supplies and 
services to the Federal government, and include 
compliance assistance, evaluation, and complaint 
investigation activities. 


Analysis of Results: The Department identified two 
industries—Wholesale Trade of Durable Goods, and 
Engineering and Management Services—with a likelihood 
of equal employment opportunity problems, and 
established the following indicators to measure progress in 
each industry in FY 2002: 1) a one percent increase in 
overall compliance levels; 2) a one percent decrease in 
severe (discriminatory) violations; and, 3) a one percent 
increase in “focused” and “off-site” type compliance 
evaluations. The same indicators and targets were 
established to measure the progress of supply and service 
contractors and subcontractors that had prior contact with 
DOL's Office of Federal Contract Compliance Programs. 
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Employers with a Likelihood of Equal Employment 
Opportunity Problems 


Federal contractors and subcontractors in the Wholesale 
Trade of Durable Goods and Engineering and 
Management Service industries employ approximately 1.6 
million workers, and were selected for attention based on 
their relatively large number of establishments, their 
geographic distribution throughout the country, and their 
compliance history with DOL, Employers in these 
industries received compliance assistance to educate them 
on compliance with equal employment opportunity and 
nondiscrimination mandates and regulations before 
compliance evaluations or complaint investigations were 
undertaken during FY 2002. Following this intervention, 
the rate of overall compliance increased by 7.53 
percentage points in the Wholesale Trade of Durable 
Goods establishments reviewed, and by 14.88 percentage 
points in the Engineering and Management Services 
establishments. The rate of focused and off-site review of 
records evaluations—less burdensome forms of 
evaluations conducted when employers’ records indicate a 
significant likelihood of compliance—increased by 16.30 
percentage points for Wholesale Trade of Durable Goods 
establishments and by 23.02 percentage points in 
Engineering and Management Services establishments. 


The number of severe violations—i.e., findings of 
discrimination—uncovered in performance evaluations 
declined by 5.44 percentage points among Wholesale 
Trade of Durable Goods establishments, and declined by 
7.38 percentage points among Engineering and 
Management Services establishments. 


Contractors/Subcontractors Previously Contacted 


All three of the performance indicators were achieved for 
supplies and services contractors and subcontractors. In 
particular, overall compliance with requirements increased 
by 10.01 percentage points, findings of discrimination 
decreased by 7.09 percentage points, and the rate of 
focused and off-site compliance evaluations rose 15.70 
percentage points from the baseline levels identified prior 
to DOL evaluations, outreach, or technical assistance. 
Success in meeting these goals suggested that the 
Department's compliance assistance initiative resulted in 
better equal employment opportunity performance. 


The performance data used to evaluate progress toward 
these goals are housed in two OFCCP systems - the Case 
Management System and the Executive Information 
System. These systems track the compliance activity of 
evaluated employers throughout the nation. At the end of 
each fiscal year, data from the two systems are cross- 
matched to ensure accuracy in both systems. 
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Goal Assessment and Future Plans: In order to more clearly 
measure the relationship between DOL compliance 
assistance and evaluation activities and the reduction in 
discrimination among contractors, DOL will implement a 
new goal in FY 2003 with only two indicators. The firs 
indicator will continue the emphasis on reducing the 
incidence of discrimination among Federal contractors, 
and the second indicator will measure the improvement in 
the rate of compliance among Federal contractors with all 
other regulatory requirements. @ 


(Goal 3,2A — FY 2002 Annual Performance Plan) 
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Promote Equal Opportunity 
Under the Workforce Investment Act 


States that receive DOL financial assistance under the 
Workforce Investment Act provide benefits and services in a 
nondiscriminatory manner as evidenced by: 


@ The issuance, within 180 days of the initial submission of 
a State’s Methods of Administration (MOA), of a 
compliance determination or a conciliation agreement 
which indicates that the MOA gives reasonable guarantee 
that benefits and services are provided in a 
nondiscriminatory manner. 


e Astrengthening of working relations with State agencies, 
through their participation in a strategy of improving 
compliance assistance for Workforce Investment Act One 
Stop Systems and Centers, and assessing the 
effectiveness of that strategy. 


Results: This goal was achieved. The Department issued 
timely compliance determinations or entered into 
conciliation agreements within 180 days, and 
strengthened working relationships with State agencies. 


Program Description: The Department's Office of the 
Assistant Secretary for Administration and Management 
provides compliance assistance, and monitors compliance 
with equal opportunity laws and regulations for all entities 
receiving Federal financial assistan: e through workforce 
programs administered by DOL. The first indicator for this 
goal assesses the compliance of State grant recipients with 
equal opportunity and nondiscrimination laws and 
regulations, pursuant to Section 188 of the Workforce 
Investment Act, requiring the adoption of Methods of 
Administration (MOA‘s). MOA’s establish equal 
opportunity policies, procedures, and systems that, when 
successfully implemented, provide a reasonable guarantee 
of compliance with nondiscrimination, equal opportunity, 
and laws and regulations. 


Analysis of Results: In FY 2002, of the 53 MOA’s required 
to be approved under Section 188 of the Workforce 
Investment Act, there were 14 remaining. During FY 
2002, the Department approved 11 State MOA’s, and 3 
States entered into conciliation agreements with DOL 
within the required 180 day period. 


DOL continued to enrich its partnership with the National 
Association of State Workforce Agencies’ Equal 
Opportunity Committee. The Equal Opportunity 
Committee and the Department jointly hosted a national 
Equal Opportunity conference, and the Committee 
assisted in the development of a Methods of 
Administration's Train-the- Trainer course. 
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Strategies: With the States’ Methods of Administration 
approved and in effect, the Department will focus more 
directly on improving nondiscriminatory access for 
persons with disabilities to the benefits and services 
offered by the States under ihe Workforce Investment Act. 
During FY 2003, DOL will conduct technical assistance 
reviews of the Local Workforce Investment Area One-Stop 
Career Centers in New York City and Miami for 
compliance with Federal disability requirements. The 
Department, with the input of State recipients, will 
develop and design a Disability Review Guide that will be 
used as the compliance measurement tool in conducting 
the technical assistance reviews. In advance of the 
technical assistance reviews both Local Workforce 
Investment Areas will receive in-depth training on 
applicable Federal disability requirements and the 
Disability Review Guide. 


Goal Assessment and Future Plans: The strategies presented 
above support new goals for FY 2003 and beyond that will 
measure increased access for persons with disabilities to 
the full range of services offered under the Workforce 
Investment Act, expanding their opportunities for 
successful employment. During FY 2003, the Department 
will develop baselines that will enable performance targets 
to be established in future years. @ 
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PHOTO: TIBIA/R. ROMANO 
SCHOOL CHILDREN IN KENYA TAKE A BREAK FROM THEIR STUDIES. THE U.S. DEPARTMENT OF LABOR CURRENTLY 


FUNDS EFFORTS AROUND THE WORLD TO PROMOTE ACCESS TO QUALITY BASIC EDUCATION FOR CHILDREN WHO ARE 
WORKING OR AT RISK OF ENGAGING IN THE WORST FORMS OF CHILD LABOR. TWENTY-TWO PROJECTS ARE UNDERWAY 


IN 19 AFRICAN COUNTRIES, INCLUDING KENYA. 


Outcome Goal 3.3 
Reduce Exploitation cf Child Labor and Address Core International Labor Standards Issues 


Overview 
The challenges ot reducing the exploitation of child labor, strengthening social safety nets, and improving core labor 
standards need to be addressed in the context of today’s global environment. As the economies of the world continue to 
become more interdependent and subject to new, common security threats, the need to implement a broad based approach 
to achieving sustainable economic development becomes all the more significant. The Department's Bureau of 
International Labor Attairs (ILAB) provides policy guidance on labor related issues and technical cooperation, which actively 
support a tree and open trading system that will strengthen the global economy and permit democracy to flourish. 


The International Labor Organization (ILO) estimates some 211 million children between the ages of 5 and 14 were 

working around the world in 2000. Many of these children work under extremely hazardous and exploitative conditions. 
Millions of adult workers are also denied their basic labor rights. They are forced to work under modern forms of slavery 
such as bonded labor, denied their right to associate freely and bargain collectively, or legally discriminated against. Many 
other workers live in Countries that are unable to provide even the most basic social satety |) times of Crisis. 


Serving the Public 
The Department began its international ettorts in 1950 to assist with European recor tion and now supports a wide 
range of projects in every region of the world, working closely with the Department of State, the U.S. Agency tor 
International Development, U.S. embassies, and international organizations. ILAB and U.S. embassies abroad work Closely 
with the tripartite partners at the national level to design projects that complement rather than duplicate existing efforts. In 
2002, ILAB expanded its network of organizations through a competitive bidding process, establishing partnerships with 
several new organizations including well-recognized international, non-governmental, taith-based, and other organizations. 


United States Department cf Labor lle 


The Department has been instrumental in promoting the progressive elimination of child labor around the world since 
1995. DOL's support for ILO’s International Program on the Elimination of Child Labor projects comprise a number of 
activities including: direct action aimed at removing or preventing a specified number of children from engaging in 
exploitative work and providing them with education or training opportunities; income generating alternatives for parents; 
public awareness and social mobilization; capacity building and policy reform; establishing formal and informal monitoring 
systems; and increasing the knowledge base on child labor. In 2002, DOL funding supported larger, more comprehensive, 
national level programs that partner with governments and other institutions to combat the worst forms of child labor. 
Recognizing the importance of basic education as a powerful alternative to child labor, the Department also supports 
targeted education-based efforts specifically in areas where there is a high incidence of exploitative child labor. All of 
ILAB’s technical assistance activities are guided and supported by a strong policy and research component. 


ILAB’s projects in the areas of protecting workers’ rights and strengthening basic social safety nets address a range of issues 
including: strengthening the administration of labor laws; improving the capacity to prevent and resolve disputes; 
strengthening social insurance systems; improving workplace safety and health; enhancing the capacity of job training and 
employment services; and providing greater employment opportunities for persons with disabilities and for women. In 
addition, the Department expanded an initiative to strengthen the response to the HIV/AIDS crisis through workplace based 
prevention education programs, as the pandemic continues to create major disruptions in the global workforce. In FY 2002, 
41 countries also committed to undertake improvements in assuring compliance and implementation of core labor standards. 


Program Costs 


Net costs in FY 2002 were $106 million dollars. This represents in large part the support to international grant programs. The 
increased level of net costs in FY 2007 is a result of expenditures from budget authority in FY 2002 and previous fiscal years. 


NeT Costs ($M) 
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To make a difference in the lives of children and workers around the world and combat abuses, the Department administers 
technical assistance programs aimed at reducing exploitative child labor, advancing internationally recognized workers’ 
rights, and strengthening social safety nets. In FY 2002, the Department contributed $45 million to the ILO’s International 
Program on the Elimination of Child Labor, bringing the total contribution since 1995 to approximately $157 million. In 
2001 and 2002, DOL also received $74 million for its Child Labor Education Initiative to increase access to basic education 
in countries with a high incidence of child labor. 


In FY 2002, the Department contributed $18.5 million to efforts to implement the Declaration on Fundamental Principles 
and Rights at Work. ILAB awarded $20 million in grants and contracts to social safety net projects that provide workers 
with the tools and support to benefit from a more open and integrated world economy. In 2001 and 2002, ILAB awarded 
$18.5 million in grants to HIV/AIDS workplace education projects that lessen the impact of the pandemic on workers and 
improve trends in economic development that have been in decline due to the global crisis. 


DOL Challenges for the Future 
Poverty has been frequently cited as a major cause of child labor. As many of the world’s working children come from 
socially and economically disadvantaged backgrounds, efforts to combat child labor must be linked to poverty alleviation 
strategies and overall economic development. Another important factor, which also needs to be addressed, is the degree to 
which children have meaningful alternatives to work, such as access to affordable, quality schooling, and sustained support 
so that they remain in school. Finally, DOL-funded programs must work within difficult political and economic 
environments that are susceptible to frequent instability and uncertainty. 
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Reduce Child Labor in Developing Countries 


Reduce exploitative child labor by promoting international 
efforts and targeting focused initiatives in selected countries. 


Results: The goal was fully achieved. The Department 
targeted five performance indicators to measure success 
against this goal, and exceeded all five of the indicators. 


Program Description: Since 1993, the Department's 
Bureau of International Labor Affairs (ILAB) has been 
engaged in the fight to combat child labor worldwide. 
ILAB’s activities include research and reporting on various 
aspects of international child labor, public awareness and 
understanding of the issue, and support for technical 
assistance programs that aim to eliminate child labor and 
increase access to basic quality education. 


DOL supports the International Labor Organization's 
International Program on the Elimination of Child Labor 
(ILOAPEC), a worldwide technical assistance program 
aimed at the progressive elimination of child labor. DOL's 
contributions target efforts in 50 developing countries 
around the globe. Initiatives include removing children 
from exploitative work and preventing other at-risk 
children from entering hazardous child labor situations. 
Key strategies include direct assistance to children and 
families, such as education and training, and strengthening 
the ability of nations to address child labor situations. 
DOL assistance has also enabled IPEC to conduct child 
labor surveys and furthered efforts to raise awareness 
about child labor around the world. Last year, the 
Department supported the launch of a new ILO/IPEC 
initiative, the Timebound Program, designed to eliminate 
the worst forms of child labor in a country within a 
specified period of time. DOL has supported five 
Timebound programs in El Salvador, the Dominican 
Republic, Nepal, the Philippines, and Tanzania. 


In FY 2001, the Department supported a new Child Labor 
Education Initiative, which seeks to improve the 
accessibility and quality of basic education in areas with a 
high incidence of exploitative child labor. Through this 
initiative, DOL has awarded grants to organizations in 
nine countries, with a special focus on improving access 
and quality of education for child laborers or children at 
risk of engaging in hazardous work. 


Analysis of Results: 

@ 15 countries will ratify International Labor 
Organization (ILO) Convention 182 on the Worst 
Forms of Child Labor. 


Twenty-nine countries ratified ILO Convention 182 on the 
Worst Forms of Child Labor, reflecting positively on DOL's 
efforts at advocacy in this area and demonstrating the 
extensive international commitment to end exploitative 
child labor. Convention No. 182, ratified by the United 
States in 1999, has had the fastest ratification rate of any 
ILO Convention. As of the end of FY 2002, a total of 129 
countries have ratified the convention. 


@ 10 countries will establish action plans to combat child 
labor and/or promote access to basic education for 
child laborers or children at risk. 


In FY 2002, 13 countries established a total of 15 new 
action plans, demonstrating concrete commitments at the 
highest levels of local and national government to 
eliminate child labor. Many countries develop 
comprehensive national plans that target all working 
children, while some focus on specific worst forms of 
child labor, such as commercial sexual exploitation, 
trafficking, and bonded child labor. DOL funding 
contributed to the development of almost all of the plans, 
reflecting the Department's strong encouragement of 
establishing frameworks for action to eliminate child labor. 


Foster Quality Workplaces that are Safe, Healthy, and Fair 


w 90,000 children targeted for prevention and removal 
from exploitative work, particularly its worst forms 
(as defined in ILO Convention 182) through the 
funding of new DOL-IPEC programs. 


With the significant contribution of $45 million for IPEC 
activities and a focus on larger direct action projects in FY 
2002, DOL targeted more than 103,000 children for 
prevention and withdrawal from exploitative work. The 
projects will provide the targeted children with 
educational or training opportunities and their parents with 
viable economic alternatives. IPEC projects that target 
children for direct assistance are comprehensive in scope 
and include components such as capacity-building and 
awareness raising for the local communities, child labor 
monitoring, data collection, and support services for the 
families. DOL-approved IPEC project documents and 
initial needs assessments from the field provide the 
program data for this indicator. Target numbers may be 
revised once project activities have started and actual 
children have been identified in a given area. 
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w 50,000 children actually prevented or removed from 
exploitative work. 


. 


Approximately 52,000 children were removed or 
prevented from exploitative work through the provision of 
education or training opportunities in ongoing DOL- 
funded IPEC programs. Selected parents were also 
provided with alternative income-generating opportunities, 
to reduce their reliance on child labor. The rising levels of 
success during FY 2002 support the Department's 
expectations that the projects will continue to benefit the 
planned numbers of children before their completion. In 
addition, it is expected that thousands of other children 
have indirectly benefited from activities that include 
strengthening the capacity of government and partner 
groups to acidress child labor, raising awareness of the risks 
of child labor and the benefits of education, and 
mobilizing communities to take action. 
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w Education projects for child laborers through the 
Education Initiative will begin in eight countries. 


DOUL's Child Labor Education Initiative funded education 
projects in nine countries: Bolivia, El Salvador, India, 
Nepal, Pakistan, Peru, Tanzania, Togo, and Zambia. In 
addition to these 9 projects, DOL funded an Education 
Innovations project that will support community-based 
organizations in 18 additional countries. 
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Strategies: Experience has shown that the time period 
required to demonstrate results through direct action 
activities aimed at eliminating child labor varies 
significantly. To sustain efforts, countries and local 
communities must offer meaningful alternatives to 
exploitative work for the children and their families, 
often entailing extensive preparatory work to mobilize 
communities and build the capacity of local 
organizations to provide quality ed. cational 
opportunities. Furthermore, the child labor efforts 
underway work in countries with diverse political, social, 
and economic environments, where civil unrest, 
economic shocks, and frequent changes in governments 
can impact the timely progress of initiatives. To ensure 
that its child labor and basic education projects are 
effective and complementary to existing initiatives, DOL 
consults closely with U.S. agencies, national governments 
and international organizations. 


Audits and Program Evaluations: Evaluations are conducted 
for all DOL-funded projects and have resulted in greater 
understanding of project impact and the relative 
effectiveness of strategies used. Mid-term evaluations in 
particular help ILAB to gauge the relative success of 
project activities in the formative stage and identify factors 
that are likely to affect performance and to make 
adjustments where necessary. In addition, these 
evaluations also validate and verify the accuracy of data 
provided in progress reports. Recommendations and 
lessons learned that arise from final evaluations are also 
being used to enhance program planning and design of 
future projects. For example, the final evaluation of a 
DOL-funded country program recommended the use of 
fewer implementing agencies with a focus on the most 
effective ones. In turn, such lessons learned and 
recommendations influenced the designing of the second 
phase of the project. 
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Goal Assessment and Future Plans: As more child labor 
projects become tully operational, the Department expects 
that results reported in FY 2003 will continue to show 
increases in the numbers of children withdrawn or 
prevented from engaging in exploitative work through 
on-going DOL-funded projects. DOL will continue to 
work closely with ILO and other implementing agencies to 
obtain detailed information relating to program 
performance and anticipated results. The goals and 
indicators for 2003 have been refined, and as the Child 
Labor Education Initiative projects get underway, new 
indicators will be developed to measure the persistence 
and permanence of targeted children in 

school settings. a 
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Promote Core Labor Standards and Improve 
Economic Opportunities for Workers in 
Developing Countries 


Advance workers’ protections and economic status in 
developing countries. 


Results: The goal was fully achieved. The Department 
targeted two performance indicators to measure success 
against this goal, and exceeded both of the indicators. 


Program Description: Increasing international trade helps 


foster economic growth, raise living standards, and 
promote employment in the U.S. The expansion of global 
trade and investment, the improvement of working 
conditions, and the protection of basic worker rights are 
best understood as mutually reinforcing, and not mutually 
exclusive, objectives. As political developments, market 
reforms, and the transition to a global economy bring 
significant changes to national economies, individual labor 
market systems need to change accordingly to remain 
viable and to support their populations. 


The Department's International Cooperation Program helps 
address some of these difficulties by working to ensure that 
the greatest possible number of workers benefit from a 
more open world economy. A majority of projects funded 
through the Department's International Cooperation 
Program, therefore, fall under two primary program 
objectives: Improving Economic Opportunity and Income 
Security for Workers — to strengthen developing countries’ 
abilities to build and institutionalize social safety net 
policies and programs needed to improve working 
conditions and foster economic growth; and Protecting the 
Basic Rights of Workers — to implement the core labor 
standards embedded in the International Labor 
Organization's (ILO) Declaration on Fundamental 
Principles and Rights at Work. 


The Department is currently implementing more than 55 
projects in over 50 countries, Projects vary in size and 
scope according to country priorities, need, and 
intervention strategy. Resources are distributed 
throughout the developing world with a small number 
of global projects. DOL also funds a number of regional 
projects covering several countries and/or territories with 
a single project. 


Analysis of Results: The Department set the targets for 

FY 2002 based on an assumption of substantially reduced 
funding availability. Resources were significantly greater 
than expected, thereby allowing the target to be p. / 
exceeded. In addition, the Department funded regional 
projects that covered 29 countries and territories in two 
projects, enabling the Department to significantly exceed 
its goals. 


® Seven countries commit to undertake improvements 
in assuring compliance and implementation of core 
labor standards. 


Stakeholders in 41 countries and territories made 
commitments to implement new projects or to expand 
already-existing projects designed to promote and 
implement core labor standards. New projects will be 
funded in Bangladesh, China, Kazakhstan, Madagascar, 
Mozambique, and Peru. DOL will expand upon already- 
existing projects in Cambodia, India, Indonesia, Kenya, 
Tanzania, Uganda, eight countries in Central America, and 
21 countries and territories in Anglophone Caribbean. 


DOL reached 12 countries directly through country- 
specific projects. Two of the total 17 new or continuing 
projects that received funding in FY 2002 are regional in 
scope, covering 29 additional countries and thus enabling 
the Department to reach 34 more countries than planned. 
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Examples of projects designed to improve compliance 
with and implementation of core labor standards include: 
a new $4.1 million project in China to improve the 
implementation of labor law; the addition of $1.48 million 
to an already-existing project to improve labor- 
management relations in Kenya, Tanzania, and Uganda; a 
new $205,000 worker education project in Kazakhstan; 
and the addition of $1.59 million to an already-existing 
project to improve labor-management relations in 21 
countries and territories in Anglophone Caribbean, 


@ Six project countries commit with DOL assistance to 
improve economic opportunities and income security 
for workers. 


Stakeholders in 49 countries and territories made 
commitments to implement new projects or to expand 
already-existing projects designed to improve economic 
opportunities. DOL will fund new projects in Afghanistan, 
Argentina, Chile, Mexico, Pakistan, Philippines, Poland, 
and Slovenia and will expand upon already-existing 
projects in Bangladesh, Bolivia, Costa Rica, E! Salvador, 
India, Lithuania, Nigeria, Romania, South Africa, Tanzania, 
Ukraine, Vietnam, eight countries in Central America, and 
21 countries and territories in Anglophone Caribbean. 


DOL reached 20 countries directly through country- 
specific projects. Two of the total 27 new or continuing 
projects that received funding in FY 2002 are regional in 
scope, covering 29 additional countries and thus enabling 
the Department to reach 43 more countries than planned. 
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Examples of projects designed to improve economic 
opportunities and income security for workers include; 

a new $3 million project to develop vocational training 
services for women, at-risk youth, and ex-combatants in 
Afghanistan; the addition of $1.3 million to an already- 
existing project to develop employment centers for 
Veterans in Nigeria; a new $211,000 mediation project in 
Argentina; and the addition of $67,000 to an already- 
existing project to improve mine safety in Ukraine. 


Strategies: The Department works closely with other U.S. 
Government agencies in deciding where to commit 
resources, and these agencies play a key role in the 
project selection process. U.S. embassies and missions 
around the world provide important, up-to-date 
information from the field on needs, priorities, and 
stakeholder commitment and capacity. Officials at the 
State Department, U.S. Agency for International 
Development, and U.S. Trade Representative are also 
consulted in order to ensure that the International 
Cooperation Program supports U.S. Government foreign 
policy priorities, that there is no duplication of efforts, and 
that, where possible, DOL-funded projects leverage 
already-existing resources. 


Countries participating in the Department's International 
Cooperation Program are selected based on criteria 
including demonstrated need, commitment by the 
government and worker and employer organizations, 
institutional capacity to absorb resources, and 
sustainability. DOL also works closely with partner 
organizations with relevant expertise and technical 
knowledge to design and implement international 
cooperation projects. Actual implementation of project 
activities is done by a variety of entities—-other DOL 
agencies with relevant technical expertise (such as the 
Occupational Safety and Health Administration), other 
U.S. Government agencies, and a variety of consultants, 
non-governmental organizations, and firms with the 
necessary, specialized knowledge and expertise that are 
awarded contracts or grants by the Department. DOL 
provides management oversight of the entire program and 
ensures that projects are being implemented effectively. 


Goals Assessment and Future Plans: As the Department's 
early projects (those begun in FY 2000) become well 
established, evaluating the human and economic impact of 
the projects will be possible. Future goals and indicators 
will focus on the intended project outcomes — whether or 
not there has been actual improvement in the application 
of core labor standards or in economic opportunities and 
income security for workers. For the FY 2003 Annual 
Performance Plan, DOL refined this performance goal to: 
Improved living standards and conditions of work for 
workers in developing and transition countries. @ 


(Goal 3.3B — FY 2002 Annual Performance Plan) 
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This section highlights progress toward achieving the Department's internal management goals in the 


program support areas Of human resources, finance, and intormation tec ayareliesea 


Departmental Management Goals 


Maintain the Integrity and Stewardship of the 
Department's Financial Resources 


All DOL financial systems meet the standards set forth in the 


Federal Financial Management Improvement Act (FFMIA) 
and the Government Management Reform Act (GMRA). 


Results: The goal was substantially achieved. The 
Department has determined that all 17 financial 
management systems substantially comply with the 

FFMIA standards. However, in their report on compliance 
with FFMIA, the Office of Inspector General concluded 
that DOL substantially complied with the requirements of 
the Act except for compliance with the Managerial Cost 
Accounting Standard. In accordance with GMRA, the 
audited Consolidated Financial Statement was delivered as 
per the form and content specified by the Office of 


Management and Budget. 


Program Description: OCFO provides comprehensive 
direction to all DOL agencies on financial policy arising 
from financial, legislative, and regulatory mandates. 
FFMIA requires agencies to implement and maintain 
financial management systems that substantially comply 
with Federal financial management systems requirements, 
applicable Federal accounting standards, and the United 
States Government Standard General Ledger at the 
transaction level. GMRA requires each agency to prepare 
and submit audited financial statements. The financial 
statements must comply with the Office of Management 
and Budget’s Bulletin No. 01-09, Form and Content of 
Agency Financial Statements (and amendments). 
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Analysis of Results; For the sixth consecutive year, DOL 
received an unqualified (“clean”) audit opinion which 
states that the financial statements are presented fairly in 
all material respects in accordance with accounting 
principles generally accepted in the U.S, Also, no 
material weaknesses were identified in the Report on 
Internal Controls. 


The Secretary has certified that during FY 2002, all 17 
eligible DOL systems substantially complied with the 
requirements of FFMIA for the second consecutive year. 
However, in their report on compliance with FFMIA, the 
Office of Inspector General concluded that DOL 
substantially complied with the requirements of the Act 
except for compliance with the Managerial Cost 
Accounting Standard. 


Strategies: During FY 2003, the Department will 
accelerate its efforts to ensure that cost accounting data is 
available for all major programs and that managers use 
this information to improve efficiency. DOL will 
concentrate on coordinating the performance reporting 
systems and the financial management systems to provide 
an integrated view of performance and cost data. To 
support this initiative, the OCFO is in the process of 
forming a division within its Office of Financial Integrity 
whose responsibility is to work in conjunction with the 
Office of the Assistant Secretary for Administration and 
Management, to implement the integration of 
performance, budget, and financial information at the 
operational level. 


Goal Assessment and Future Plans: DOL has consolidated 
its two goals targeting compliance with financial laws and 
standards, and added new performance measures for FY 
2003 that address the financial management challenges 
posed by the President’s Management Agenda. @ 
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Maintain the Integrity and Stewardship of the 
Department's Financial Resources 


DOL meets all new accounting standards issued by the 
Federal Accounting Standards Advisory Board (FASAB) 
including the Managerial Cost Accounting Standard. 


Results: The Department substantially achieved the goal. 
The Department has determined that all new FASAB 
standards have been met. However, in their report on 
compliance with FFMIA, the Office of Inspector General 
concluded that DOL substantially complied with the 
requirements of the Act except for compliance with the 
Managerial Cost Accounting Standard. 


Program Description: OCFO provides guidance, assistance, 
and oversight in implementing cost accounting 


applications at summary levels in each agency to measure 
costs in achieving organizational goals. 


Analysis of Results: The Secretary has certified that during 
FY 2002, all 17 eligible DOL systems substantially 
complied with the requirements of FFMIA, including 
meeting ali new accounting standards issued by FASAB. 
However, in their report on compliance with FFMIA, the 
Office of Inspector General concluded that DOL 
substantially complied with the requirements of the Act 
except for compliance with the Managerial Cost 
Accounting Standard. 


Strategies: In FY 2002, the Department continued its 
strategy of using a top-down, management-driven 
approach in implementing managerial cost accounting. 
For FY 2003, DOL will concentrate on coordinating the 
performance reporting systems and the financial 
management systems to provide an integrated view of 
performance and cost data. To support this initiative, the 
OCFO is in the process of forming a division within its 
Office of Financial Integrity whose responsibility is to work 
in conjunction with the Office of the Assistant Secretary for 
Administration and Management, to implement the 
integration of performance, budget, and financial 
information at the operational level. 


Goal Assessment and Future Plans: DOL has consolidated 
its two goals targeting compliance with financial laws and 
standards, and added new performance measures for FY 
2003 that address the financial management challenges 
posed by the President's Management Agenda. @ 


(Goal FM2 — FY 2002 Annual Performance Plan) 
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Improve Organizational 
Performance and Communication 
through Effective Deployment of IT Resources 


improve automated access to administrative and program 
systems, services and information. 


Results: This goal was substantially achieved, with five of 
six indicators met. 


Program Description: The Department's Office of the 
Assistant Secretary for Administration and Management 


provides leadership, policy guidance, and assistance to 
DOL agencies to promote the efficient and effective use of 
information technology (IT). The Office of Public Affairs, 
the Office of the Assistant Secretary for Policy, and the 
Office of the Assistant Secretary for Administration and 
Management coordinate to manage the Department's 
public and internal web sites to ensure the information 
and services are cohesive, accessible, timely, accurate, 
and authoritative. 


Analysis of Results: This goal had two distinct information 
technology objectives: 1) improving DOL's internal 
automated communication capabilities and 2) improving 
public access and content of DOL web page services. The 
first objective was fully achieved as DOL implemented a 
department wide computer network and installed 
common office automation software — improving 
workplace productivity by simplifying information data 
exchange capabilities. For the second objective, the 
Department redesigned and enhanced its public Web 
page by incorporating additional informational topics and 
interfaces and improving user satisfaction, which in turn 
attracted additional users. DOL did not achieve the 
targeted reduction of Web page “hits” necessary to reach 
the information of interest to the site’s users. However, 
this was due in part to users remaining on the redesigned 
and improved Web page longer and viewing more pages 
as both the quantity and quality of information increased. 


Goals Assessments and Future Plans: DOL has significantly 
revised this goal for FY 2003 to focus on improving 
organizational performance and communication through 
effective information management and deployment of IT 
resources. The FY 2003 indicators will measure the 
Department's progress in the areas of improving security 
over automated systems, managing IT initiatives to ensure 
the delivery of expected benefits on time and within 
budget, and facilitating our customers’ communications 
with the Department. @ 


(Goal IT1 — FY 2002 Annual Performance Plan) 
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Maintaining A Departmental Strategic Management | 


Establish DOL as a Model Workplace 


The right people are in the right place at the right time to 
carry out the mission of the Department. 


Results: This goal was not met. Performance met or 
exceeded targeted levels for four of six performance 
indicators. One indicator was substantially achieved. 
One indicator was not met. 


Program Description: To accomplish its mission more 
effectively, DOL strives to attract highly competent and 


diverse job applicants. Selecting officials are given the 
opportunity to assess the effectiveness of recruitment 
efforts by providing feedback about the quality of 
applicants. Targeted recruitment efforts have also been 
developed to increase the diversity of the Department's 
workforce, and to address under-representation in 
professional occupations. The Department has continued 
to develop competency models for its mission critical 
occupations. These competency models will allow us to 
assess the skills of our workforce, identify skill gaps, and 
develop training programs to eliminate those gaps, as well 
as focus recruitment efforts towards attracting applicants 
with the right competencies. To promote a citizen- 
centered and results oriented government, the Department 
has been improving its strategic management of human 
capital, as measured by the Human Capital Scorecard for 
the President's Management Agenda. This effort included 
developing a scorecard for each major program agency in 
the Department. 


Analysis of Results: Three sub-objectives add definition and 
focus for this goal, and each sub-objective is supported by 

one or more performance indicators and measures. The FY 
2002 results by sub-objective and indicator follow. 


The DOL workforce is a prepared and 
competent workforce. 


w 90 percent of managers will indicate satisfaction with the 
quality of applicants referred for their vacancies. 
This indicator was met. Ninety-four percent of 
selecting officials indicated satisfaction with the quality 
of job applicants. This was down slightly from the 97 
percent satisfaction rate reported for the last half of FY 
2001, but still substantially above the goal of a 90 
percent satisfaction rate. The overall response rate 
improved in FY 2002 to 55.8 percent, up from 47.9 
percent in FY 2001. 


@ Baselines for key professional occupations identified by 
restructuring plans prepared by agencies with retention 
problems will be established. 

This indicator was met. Baseline turnover rates were 
established for mission critical professional 
occupations with more than 75 employees, based on 
average turnover rates for the three years from FY 1998 
through FY 2000. Five occupations were identified as 
having high turnover rates: economists, mathematical 
statisticians, auditors in the Pension Welfare Benefits 
Administration, pension law specialists, and manpower 
development specialists. All but auditors showed 
significant declines in FY 2001 from the baselines. The 
turnover rate for mathematical statisticians dropped 
from 8.5 percent to 5.9 percent; economists from 8.4 
percent to 7.5 percent; manpower development 
specialists from 9.6 percent to 5.7 percent; and 
pension law specialists from 10.9 percent to 8.3 
percent. This decrease is attributable in part to the 
slower economy combined with an increased interest 
in public service that has made government jobs more 
desirable. In addition, our targeted recruitment efforts 
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and college visits have improved the recruitment of 
candidates. In view of the FY 2001 baseline study 
findings, the Department does not plan to set 
performance measures for increasing retention rates for 
any occupations at this time. We will continue to 
monitor retention rates, and some initiatives, such as 
succession planning and retention bonuses, will 
continue on a targeted basis. 


w Core competencies for mission critical occupations 
are established. 
This indicator was not met. The President's 
Management Agenda calls for the elimination of 
workforce skill gaps in mission critical occupations — 
those major occupations essential to the 
accomplishment of the Department's mission. 
Competencies measure the knowledge, skills, abilities, 
behaviors, and other characteristics needed to perform 
work roles or occupational functions successfully. 
Identifying these core competencies serves as the 
first step to assessing and eliminating skill gaps in 
the workforce. 


The Department identified 27 mission critical 
occupations as part of its overall workforce planning 
analysis, and established the core competencies for 10 
occupations. In addition, a draft competency model 
for an eleventh occupation was prepared, and 7 more 
are currently being developed with completion 
expected in December 2002. The Department plans to 
continue this work in the next fiscal year. 


The DOL workforce is a diverse workforce. 


w Improvement will be realized in 30 percent of diversity 
indicators for professional occupations exi iibiting under- 
representation in FY 2001. 

This indicator was substantially met. Under- 
representation of ethnic groups and women exists in 
many of the Department's professional occupations. 
The Department's Affirmative Employment Plans have 
regularly included strategies to improve representation 
in these occupations. At the end of FY 2001, it was 
determined that pockets of under-representation still 
existed in 34 ethnic-occupational groupings (such as 
Hispanic engineers, or Asian/Pacific Islander attorneys). 
In the 34 professional occupation-ethnic group 
Categories, representation improved in 29.4 percent, 
substantially meeting the goal. In addition, 3 
occupations increased to meet their representation in 
the civilian labor force: female accountants, 
Asian/Pacific Islander attorneys, and Asian/Pacific 
Islander administrative law judges. 


e Continued improvement is realized in the extent to 
which diversity in the DOL workforce reflects the civilian 
labor force. 

This indicator was met. The following chart provides 
diversity data on the Department of Labor for the last 
four years. In general, diversity improved among 
Asian/Pacific Islanders and women in FY 2002, while 
most other categories remained unchanged. The 
percentage of black employees was down slightly, but 
was still substantially above the percentage in the 
overall Civilian Labor Force. 
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Human capital policies and plans promote a citizen- 
centered and results oriented government consistent with 
the President’s Management Agenda. 


@ Improve Human Capital Standards scores for at least 
20 percent of DOL agencies, above baseline established 
in FY 2001. 
This indicator was met. In FY 2001, OMB rated the 
Department overall and 10 of its agencies using the 
scorecard developed to measure performance on the 
items in the President’s Management Agenda, including 
human capital strategies, citizen-centered 
organizational structures, workforce performance, and 
workforce competencies. OMB used a rating scale of 
Green (meets the requirements), Yellow (meets some 
but not all), and Red (fails to meet all). With minor 
modifications, the Department conducted its own 
evaluation of the 10 agencies in FY 2002. Sixty 
percent of the ten programs rated in FY 2001 showed 
improvement for FY 2002. Two agencies received 
Green ratings, while the remaining eight all received 
Yellow ratings. 


Data sources varied for the performance indicators. 

Survey results came from a survey distributed with 
certificates of applicants for positions. Diversity data is 
from the Department's PeoplePower database. Information 
on the OMB scorecard for the Department of Labor's 
agencies was supplied by the agencies with some 
additional information taken from the PeoplePower 
database. This information was reviewed and evaluated by 
Office of Workforce Planning and Diversity in OASAM. 
The OIG conducts annual audits of the validity of the data. 


Goal Assessment and Future Plans: The performance 
indicator for rneasuring the quality of the workforce will 
be changed for FY 2003. Since more than 90 percent of 
managers responding to the survey expressed satisfaction 
with the overall quality of applicants referred to them, 
the Department plans to pursue more specific measures 
of workforce quality and preparedness. The survey will 
be eliminated. Work will continue on the development 
of competencies in mission critical occupations, and 
tools will be selected to conduct the assessment of 
workforce skills against those competencies — the next 
step in the process of aligning workforce skills with 

the Department's missions. @ 
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Reduce the Rate of Lost Production Days 


Reduce the rate of lost production days (i.e., number of days 
employees spend away from work due to work related 


accidents and injuries) by two percent. 


Results: This goal was achieved. The rate of lost 
production days due to work related accidents and 
injuries decreased by 22.7 percent. 


Program Description: This goal is one of the Department's 


two measures under the Government-wide Federal 
Employees Safety and Injury Initiative led by DOL’s Office 
of Workers’ Compensation Programs (OWCP) and 
Occupational Safety and Health Administration. Within 
DOL, the Office of the Assistant Secretary for 
Administration and Management (OASAM) assists DOL 
agencies to reduce work related injuries and illnesses, and 
return recovered employees to the workplace at the 
earliest appropriate time. 


Analysis of Results: DOL achieved a lost production days 
rate of 50 days per 100 employees, as compared to a 
target level of 63.4 days for FY 2002. This is a dramatic 
turnaround after two years of increases in lost production 
days. The Department realized this result through a 
program of increased management attention and 
accountability and its Positive Case Management initiative 
to return workers to duty commensurate with their abilities 
by providing light duty and job modifications on a more 
extensive basis. OWCP provides the final data for this 
indicator, and explains in the narrative for Goal 2.2D how 
they verify the reliability of the data provided to all 
Federal agencies. 


FEDERAL EMPLOYEE LOST PRODUCTION DAYS 
(RATE PER 100 EMPLOYEES) 
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Strategies: The Department has worked closely with 
OWCP to identify injured employees who are the best 
candidates for return to productive employment. This 
effort, coupled with closer cooperation between the 
workers’ compensation coordinators and front-line 
managers, permitted the Department to provide earlier 
accommodation to partially disabled workers. OASAM 
conducted a training conference for program managers in 
agencies with low performance against the Federal 
Employees Safety and Injury Initiative’s goals, and 
developed a guide on strategies to return injured 
employees to work. OASAM monitored progress through 
monthly reports distributed to all DOL agencies. In 
addition, the Department engaged the services of nurses 
who specialize in occupaticnal health and disability 
assessments to work with injured employees, in many 
instances before their claims had been reviewed by 
OWCP for potential services, thereby shortening the time 
required to begin the rehabilitation process. 

During FY 2003, DOL will continue to use the information 
available in its Safety and Health Management Information 
System as well as OWCP data to identify injured 
employees who are candidates for return to duty, either in 
their previous positions or through light duty or job 
modification. The Department's complementary efforts to 
reduce the rates of injuries and illnesses should also 
support a further reduction in the rate of lost production 
days. These efforts are described under the goal to reduce 
injury rates. 


Goal Assessment and Future Pl ins: The Department 
will aggressively pursue continued reductions by . 
establishing goals in keeping with the guidance 
provided by OWCP. @ 
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Reduce the Injury Rate and Improve 
the Timeliness of Filing Injury Claim Forms 


Reduce the injury/illness rate for DOL employees by three 
percent and improve the timeliness of filing work related 
injury/illness claim forms by five percent. 


Results: The Department has achieved this two part goal. 
The Department achieved an injury/illness rate of 2.98 as 
of the end of the fourth quarter FY 2002 against a target of 
3.38 claims ner 100 full-time employees. The timeliness of 
filing claim forms improved by 19.8 percentage points. 


Program Description: This two-part goal is one of two 
measures under the Federal Employees Safety and Injury 
Initiative led by DOL’s Office of Workers’ Compensation 
Programs (OWCP) and Occupational Safety and Health 
Administration. To reduce injuries and illnesses among 
DOL employees, the Department’s Office of the Assistant 
Secretary for Administration and Management (OASAM) 
monitors work related injuries and illnesses, and initiates 
appropriate interventions and corrective actions. 


Analysis of Results: In FY 2002, DOL targeted reducing 
injuries and illnesses to 3.38 cases per 100 employees and 
filing 62.4 percent of claims with OWCP in a timely 
manner. The Department met the injury/illness target with 
a rate of 2.98 per 100 employees, and exceeded the 
timeliness target by 14.8 percentage points by filing 77.2 
percent of claims on time. This performance represents a 
significant turn-around for the Department in providing a 
safer, healthier work environment for employees and 
securing medical and income replacement benefits in a 
timely manner. 


Rates of injury and causes of injuries continue to fluctuate 
among the DOL agencies. This is attributable in large part 
to the varying missions and occupational demands of the 
Department’s work force. OASAM continues to engage the 
various agencies in detailed and targeted analysis of their 
respective injury rates and types, and has identified 
repetitive stress injuries for special emphasis on a 
department wide basis. 
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OWC?P provides the data for the timeliness of injury 
claims in its time-lag reports for Federal agencies. In 
addition, the OASAM Safety and Health Information 
Management System tracks the data throughout the 
year on a real-time basis. OSHA provides final 
injury/illness rates to federal agencies using OWCP 
workers’ compensation claims data in conjunction 
with employment data from the Office of 

Personnel Management. 


Strategies: During the past year, the Department 
implemented key reporting and information systems that 
promote faster filing of claims and greater accessibility to 
injury data. For example, expanding the Safety and 
Health Information System to provide the capability to file 
claims directly with OWCP significantly improved the 
timeliness of filing claim forrns. In addition, this 
management information system provides a wealth of data 
that the DOL agencies now use to promptly analyze the 
nature and causes of injuries and illnesses. OASAM 
trained the safety and health officers and workers’ 
compensation coordinators in making effective use of 
these tools. 


In FY 2003, the Department will expand its use of the new 
data systems to provide more detailed analysis of the types 
of injuries by individual programs and offices. This effort 
will be coupled with a revitalized internal safety and 
health program that will include inspection of DOL 
offices. OASAM will also introduce a web-based self- 
assessment and education tool to provide an ergonomic 
awareness and worksite modification program. In 
addition, the Department plans to pilot OSHA‘s Voluntary 
Protection Program (VPP) in three DOL areas with high 
rates of injuries and illnesses. VPP has a proven track 
record of substantially reducing injuries and illnesses in 
private sector worksites. 


Goal Assessment and Future Plans: The goals for 

FY 2003 will be a further three percent reduction in 
the injury/illness rate and a five percent increase in 
the timeliness of reporting workers’ compensation 
cases to OWCP. 
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Enhance the Efficiency of DOL's Services 


Complete public-private or direct conversion 
competitions on not less than the five percent of the 
FTE listed on DOL's 2000 FAIR Act (Federal Activities 
Inventory Reform Act) Inventory. 


Results: DOL fully achieved its FY 2002 competitive 
sourcing goal. In FY 2002, DOL directly converted to 
private sector contractors the commercial work performed 
by 152 full time employees (FTE), more than the target of 
140 FTE required to meet the five percent targeted 
reduction from DOL’s 2000 FAIR Act Inventory. 


Program Description: The President's Management Agenda 
includes competitive sourcing of services as one of five 
government-wide initiatives on the President's 
Management Agenda, to improve the efficiency of Federal 
programs by expanding competition between the public 
and private sector. The Office of Management and Budget 
established the FY 2002 competitive sourcing goal for 


DOL and other Federal executive agencies in March 2001. 


Because a standard practice for DOL is ongoing review of 
the effectiveness and efficiency of its programs, DOL 
agencies were already making extensive use of 
competitively sourced services to reduce program costs at 
the time of the establishment of the 2002 goal. 


Analysis of Results: The Department has made significant 
progress in its competitive sourcing initiative. DOL 
directly converted to private sector contractors the 
commercial work performed by the equivalent of 152 

of the 2800 full time employees performing commercial 
work as reported on the Department's 2000 FAIR Act 
Inventory. This exceeds DOL’s FY 2002 goal by more 
than 10 FTE. 


In addition, DOL overhauled its FAIR Act Inventory for 
2002, increasing the number of FTE classified as 
commercial activity by approximately 80 percent, 
providing a more complete picture of the Department's 
activities that are commercial in nature. 
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Strategies: In FY 2002, DOL agencies made management 
decisions to contract out commercial work where it made 
the best business sense. This approach will carry forward 
in FY 2003, and DOL will work closely with consultants 
to identify functions for competition and direct 
conversion. Those identified functions that are not studied 
or directly converted in FY 2003 could be considered for 
study or conversion in FY 2004. DOL is also planning to 
identify candidates for full cost comparison under the 
guidance provided in the Office of Management and 
Budget’s revised Circular A-76 in FY 2004. 


Goals Assessment and Future Plans: DOL's competitive 
sourcing goal for FY 2003 is the competition or direct 
conversion to contract of at least ten percent of the 
commercial full time employees listed on DOL’s 2000 
FAIR Act Inventory, or 280 FTE. o 
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Ensure Performance Results 
are Achieved Throught Contracts 


Award eligible service contracts over $25,000 using 
Performance-Based Service Contracting (PBSC) techniques 
for not less than 20 percent of total eligible service 


contracting dollars. 


Results: This goal was substantially achieved. DOL used 
performance-based service contracting techniques for 18 
percent of total eligible service contracting dollars. 


Program Description: In March 2001, the Office of 
Management and Budget established an FY 2002 
performance-based service contracting goal for all Federal 
agencies, based on the goals established under the 
Government-Wide Acquisition Performance Measurement 
Program developed by the Procurement Executives 
Council. Performance-based service contracting methods 
result in procurement efficiencies by ensuring contractors 
are paid for the actual level of service that the government 
receives. Performance-based contracts describe 
requirements in terms of results rather than methods of 
performance of work. 


Analysis of Results: DOL fell slightly short of the targeted 
performance level during the first year for this goal. 
Raising the awareness of managers across DOL about the 
benefits of performance-based service contracting, the 
methods for developing such contracts, and the established 
expectations during the second year of this initiative 
should improve future performance. 


Strategies: To foster management support for the 
performance-based service contracting initiative, DOL has 


several efforts underway and is exploring additional 
strategies, such as including PBSC performance standards 
in annual performance agreements established for 
managers and technical personnel. This will encourage 
management involvement and emphasize the need to 
consider performance-based service contracting methods 
when contracting for all eligible services. DOL will offer 
additional training sessions to contracting and program 
managers. DOL's Annual Acquisition Plan will be 
amended to capture additional data to more effectively 
identify and forecast prospective PBSC awards to improve 
monitoring of the program. Finally, DOL will revise its 
acquisition policy to require higher-level review and 
approval of eligible service contracts during the acquisition 
planning stages, to ensure consideration of writing 
soliciting, and awarding performance-based contré ‘ ts. 
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Goals Assessment and Future Plans: The Department's goal 
for FY 2003 is to award eligible service contracts over 
$25,000 using performance-based techniques for not less 
than a cumulative total of 30 percent of eligible service 
contracting dollars. 
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Management of DOUL'’s Financial Resources 


This section of ihe report highlights DOL's key financial 
outcomes, and includes the required elements for 
Accountability Reporting. FY 2002 was a very successful 


year for the Department in terms of financial management. 


DOL was the first cabinet agency to move from red to 
yellow on the President's Management Agenda scorecard 
for financial management, and moved to green in 
achieving progress in this area (see box below). 

The audit on DOL's consolidated financial statements 
produced a sixth consecutive unqualified opinion. 

And the Department substantially achieved each of its 
target financial management goals. (See Departmental 
Management Goals section of this report.) 


The DOL financial community, led by the Office of the 
Chief Financial Officer (OCFO), is currently focused on 
three new areas of improvement in support of the 
Department's critical mission: 


1) Ensure that the Department is accountable to the 
American people by providing accurate and timely 
financial information; 

Improve the accuracy of benefit and assistance 
payments to recipients; and 

Integrate financial and performance management to 
support day-to-day operations across DOL. 


Following are some of the highlights and key results in 
each of these strategic areas: 


Accurate and Timely Financial Information: 

@ Met and exceeded Office of Management and Budget 
timeframes for submission of interim and annual 
consolidated financial statements. 

All DOL financial management systems and internal 
controls maintained compliance with the Federal 
Managers’ Financial Integrity Act (FMFIA). 

Through leadership of DOL’s CFO Advisory Council and 
regular consultations with Executive Staff and 
Administrative Officers, OCFO provided a critical 

forum for the identification, discussion and resolution 
of financial issues and concerns. 


Improve the Accuracy of Benefit and Assistance Payments: 

@ Finalized new Unemployment Insurance (Ul) payments 
accuracy performance measure including baseline 
and goals. 

@ Issued program letter to States soliciting comments on a 
common definition of overpayments and options for a 
new performance measure on Ul payments accuracy. 


Integrate budget and performance to support 

day-to-day operations: 

# Continued enhancements to the Department's financial 
data warehouse (FDS), The OCFO developed the FDS 
to enhance DOL fiscal operations at the agency 

and program levels by improving the delivery of 
timely, accurate, useful information to financial and 
program managers. 

@ Developed and successfully implemented a new 
payroll system in cooperation with the Office of the 
Assistant Secretary for Administration and Management 
(OASAM). The new system was integrated with DOL's 
Human Resources system. 

® Developing improved managerial cost accounting 
capability Department-wide. 
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Financial Statement Audit Findings 
Under the Chief Financial Officers Act (CFOA) 


The following table provides a statistical summary of open 
audit findings as required under the Chief Fina ycial 
Officers Act. 


The Chief Financial Officers Act prescribed the 
compilation and audit of annual financial statements. In 
addition to expressing an opinion in the audit on the fair 
presentation of the principal financial statements, the 
Department's OIG has other reporting responsibilities 
under Standards issued by the American Institute of 
Certified Public Accountants and OMB Bulletin 01-02, 
Audit Requirements for Federal Financial Statements, 
including the identification of: 


Reportable Conditions: Significant deficiencies in the 
design or operation of internal controls that could 
adversely affect the Department's ability to record, 
process, summarize, and report financial data. 


Material Weaknesses: Reportable conditions that could 
result in misstatemenis in amounts that would significantly 
affect the financial statements. The FY 2002 DOL audit 
revealed no material weaknesses. 


Compliance Issues: Instances of noncompliance with laws 
and regulations. 


CROSSCUTTING ISSUES: 


( 


PROGRAM SPECIFIC ISSUES: 


[ ) 


Ts FUN 
TOTAL OPEN - 
RECOMMENDATIONS 
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The Federal Financial 

Management Improvement Act (FFMIA) 

The Federal Financial Management Improvement Act of 1996 (FFMIA) requires agencies to implement and maintain 
financial management systems that are in substantial compliance with OMB Circular A-127, JFMIP requirements, Federal 
accounting standards, and the United States Government Standard General Ledger (SGL) at the transaction level. All DOL 
financial management systems substantially comply with FFMIA. 


Sor ches 


Elaine L. Chao 
Secretary of Labor 


Federal Managers’ 


Financial Integrity Act (FMFIA) 

The Federal Managers’ Financial Integrity Act of 1982 requires the Secretary to report to the President and the Congress on 
the adequacy of management controls in safeguarding resources. Based on the unqualified opinion, the results of the audits, 
together with assurances given by the agency officials and other pertinent information, DOL accounting systems and 
internal controls comply with the provisions of the Federal Managers’ Financial Integrity Act. 


Sor, chao 


Elaine L. Chao 
Secretary of Labor 
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Management Reporting Under the Inspector 
General Act Amendments 


The Inspector General Act Amendments of 1988 require 
explanations for all audit reports with recommendations 
open for more than one year. DOL management and 
audit communities agree that some of these audit 
resolutions will require several years to complete the 
corrective action. As of September 30, 2002, 66 

audit reports have been open for over one year. The 
total value of open audits of $67.3 million covers 

498 separate recommer dations. 


The table below demonstrates that many of the reportable 
audits and recommendations that are over one year old are 
not under the direct control of and cannot be closed by 
the Department. Auditees have certain rights to appeal 
audit decisions made by the Office of Inspector General 
(OIG), including appeals to an Administrative Law Judge or 
a Federal Circuit Court of Appeals. Audits are not 
considered closed simply because the claim is being 
appealed and sent forward for further action. DOL 
agencies and the OIG jointly manage and update an 

audit tracking system where the current status of each 
open audit is maintained. Final closure of the audit is 
determined only by final decisions of the reviewing 
officials. Many of these decisions take years before 

being rendered and the audit closed. 


The most significant of the non-monetary open audit 
findings are discussed in this report. A listing of all open 
audits is available upon request from the Department's 
Office of the Chief Financial Officer. 
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DOL Financial Systems and Operations 


Modernization of the Department's Core Accounting System 


The OCFO continues to work with DOL agencies in 
modernizing the Department's core accounting system, 
DOLAR$. While DOLAR$ has been a highly effective 
system over the past twelve years, it is now in need of 
replacement. Pending OMB and Congressional funding 
approval, the overall modernization effort will follow a 
phased implementation timeline over the next three to 
four years. 


During FY 2002, OCFO has continued enhancements to 
its financial data warehouse (FDS). The OCFO developed 
FDS to enhance DOL fiscal operations at the agency and 
program levels by improving the delivery of timely, 
accurate, useful information to financial and program 
managers. FDS provides DOL agencies with next-day 
reporting, a more intuitive user interface to financial data, 
and drill-down capabilities allowing users to move from 
aggregated to transactional data seamlessly. 


Debt 

The Debt Collection Improvement Act of 1996 (DCIA) 
established the Department of the Treasury as the central 
agency for collection of Federal debts over 180 days 
delinquent, and DOL cross services all delinquent debts 
in accordance with this statute. Once these debts are 
referred, the Department of the Treasury has several 
collection tools at its disposal, including issuing demand 
letters, conducting telephone follow-up, referring debts 
for administrative offset, performing administrative 

wage garnishment, and referring debts to private 
collection agencies. Since DOL does not operate loan or 
other commercial programs, debt management accounts 
for a relatively small part of our financial management 
activity. The majority of debts managed by DOL relate to 
the assessment of fines and penalties in our enforcement 
programs. During FY 2002, the Department referred 

94 percent of all eligible delinquent debt to Treasury for 
collection. This represents a 2 percent increase over 

FY 2001. 
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DEPARTMENT-WIDE DELINQUENT 
Dest DATA (IN THOUSANDS) 


FY 2000 FY 2001 FY 2002 
DELINQUENT DeeT 
(1-180 oays) $20,268 $21,261 $19,898 
DELINQUENT DeeT 
(181+ pays) $61,792 $72,410 $67,847 
TOTAL 
COLLECTIONS $118,360 $127,296 $127,581 
New Receivas.ies $141,076 $153,221 $155,845 
EviGi@Le TO 
Be REFERRED $63,815 $77,302 $72,108 
Deets REFERRED 
TO TREASURY 
DuRING FY 2001 $58,992 $70,917 $67,572 
Electronic Fund Transfer (EFT) 


DOL made over 98 percent of its salary, awards, travel and 
miscellaneous payments electronically in FY 2002. 
Electronic vendor payments increased by five percent 
over the FY 2001 rate. 


The Department continues to lag behind government 
averages due to the low EFT participation and the heavy 
volume in ESA’s medical and benefits programs. These 
FECA programs account for over 80 percent of DOL's total 
payment volume. Overall, the Department’s FY 2002 

EFT performance of 39 percent represents an increase over 
the FY 2001 total. 


DOL EFT PAYMENTS 


FYSS FYv99 FYOO FYO! FYO2 
ADMINISTRATIVE 
VENDORS 53% 58% 64% 69% 74% 
TRAVEL & 
MISCELLANEOUS 83% 98% 99% 99% 99% 
SALARY & 
AWARDS 96% 97% 97% 96% 98% 
ESA 
PROGRAMS 23% 32% 27% 26% 28% 
TOTAL 36% 46% 41% 38% 39% 


Source: DOL DOLARS 
ANDO TREASURY FMS EFT REPORTS. 
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User Charges - Policy Review Process 

In accordance with the CFO Act and OMB Circular A-25, 
department wide guidance has been developed to 
establish policy, procedures, and responsibility for 
implementing and managing user charges in DOL. The 
guidance includes the biennial review requirements of the 
CFO Act. In FY 2002, DOL conducted this review and 
adjusted user fees in several BLS and OSHA programs to 
reflect current costs and market value of these services. 


Electronic Data Processing (EDP) Systems 

To gain assurance that financial data produced by 

EDP systems are reliable, the OIG reviewed DOL's 

core accounting (DOLAR$) system, as well as a 
selection of DOL agency financial systems. The Office of 
the Chief Information Officer, the OCFO, and the major 
agencies are addressing each of these findings from this 
review in a department wide effort to update system 
security plans and close audit findings. For more 
information, see the Assistant Inspector General's Report 
in Section Ill of this document. 


Prompt Payment Act 

The Prompt Payment Act requires Executive agencies to 
pay commercial obligations within discreet time periods 
and to pay interest penalties when those time constraints 
are not met. During FY 2002, DOL improved it’s on-time 
payment percentage from 95.4 to 96.0 percent of total 
DOL payments subject to the Act, based on over 165,000 
payments. Of approximately $1.2 billion in gross 
payments, $166,136 (approximately .014 percent) was 
paid in interest fees and penalties. 


Government Wide Involvement 

DOL financial staff continued to participated in a number 
of government-wide financial initiatives during FY 2002. 
The Department takes pride in lending its expertise to 
improving financial management for the Federal 
government. This year, staff participated in the Federal 
Accounting Standards Advisory Board, the United States 
Standard General Ledger Board, the Federal Credit Policy 
Working Group, the CFO Grants Management Committee, 
the JFMIP Core Financial Systems Requirements Update, 
AGA administrative and training activities, the Human 
Resource Project Management Initiative, the Egov Egrants 
initiative, and the CFO Council Fellows Association. We 
anticipate continued involvement in these and other 
government-wide projects in the future. @ 
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U.S. Department ef Laber 


Assistant Inspector General's Report 


To the Honorable 
Elaine L. Chao Secretary of Labor 


The Chief Financial Officers Act of 1990 (CFO Act) 
requires agencies to report annually to Congress on their 
financial status and any other information needed to fairly 
present the agencies’ financial position and results of 
operations. To meet the CFO Act reporting requirements, 
the United States Department of Labor (DOL), a 
Department of the United States Government, prepares 
annual financial statements, which we audit. 


The objectives of our audit are to express an opinion on 
the fair presentation of DOL's Fiscal Years 2002 and 2001 
principal financial statements, obtain an understanding of 
the Department's internal control, and test compliance 
with laws and regulations that could have a direct and 
material effect on the financial statements. 


Additionally, our objectives included expressing an 
opinion on DOL's compliance with requirements of the 
Federal Financial Management Improvement Act of 
1996, based on our examination. 


We have audited the consolidated balance sheets of DOL 
as of September 30, 2002 and 2001 and the related 
consolidated statements of net cost, changes in net 
position, financing, and custodial activity and the 
combined statements of budgetary resources for the years 
then ended. These financial statements are the 
responsibility of DOL’s management. Our responsibility is 
to express an opinion on these financial statements based 
on our audit. 


We conducted our audit in accordance with auditing 
standards generally accepted in the United States of 
America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by 
the Comptroller General of the United States; and Office 
of Management and Budget (OMB) Bulletin No. 01-02, 
Audit Requirements for Federal Financial Statements. 
These standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatements. An 
audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the 
accounting principles used and significant estimates made 
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by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 


Relationship to the Single Audit Act 


The financial statements for the year ended September 30, 
2002 and 2001, include: 


s costs for grants, subsidies, and contributions primarily 
with various state and local governments and 
nonprofit organizations in the amount of $10.0 billion 
for FY 2002 and $8.2 billion for FY 2001; 


= costs for unemployment benefits incurred by state 
employment security agencies in the amount of $50.0 
billion for FY 2002 and $28.6 billion for FY 2001; 


w state employer tax revenue of $19.3 billion for 
FY 2002 and $19.9 billion for FY 2001; 


= net receivables for state unemployment taxes, 
reimbursable employers, and benefit overpayments 
of $1.0 billion for FY 2002 and $.9 billion for 
FY 2001; and 


ws reimbursements from state, local, and nonprofit 
reimbursable employers for unemployment benefits 
paid on their behalf, in the amount of $1.3 billion for 
FY 2002 and $1.0 billion for FY 2001. 


Our audit included testing these co: “ig sources, 
and balances at the Federal level o:., i: uant toa 
mandate by Congress, the examination oi ivese 
transactions below the Federal level is primarily performed 
by various auditors in accordance with the Single Audit 
Act of 1984, as amended, and OMB Circular A-133. The 
results of those audits are reported to each Federal agency 
that provides direct grants, and each Federal agency is 
responsible for resolving findings for its awards. 


Opinion on Financial Statements 


In our opinion the financial statements referred to above 
present fairly, in all material respects, in conformity with 
accounting principles generally accepted in the United 
States of America: 


w the assets, liabilities, and net position of the 
Department of Labor as of September 30, 2002 
and 2001; and 


@ the net cost, changes in net position, budgetary 
resources, reconciliation of net cost to budgetary 
resources, and custodial activity for the year ended 
September 30, 2002 and 2001. 


As described in Note 1 (C and D) to the financial 
statements, the FY 2001 financial statements have been 
restated to adopt a provision in OMB Bulletin No. 01-09 
that requires certain budget authority and other resources 
allocated to another agency be reported by the transferor; 
and for an error in the classification within equity of 
certain funds transferred from the Unemployment Trust 
Fund to State Unemployment Insurance and Employment 
Service Operations. The correction of this error for 
periods prior to FY 2001 has been shown as a prior period 
adjustment in the statement of changes in net position for 
FY 2001. 


Other Accompanying Information 


Our audit was conducted for the purpose of forming an 
opinion on the consolidated financial statements of DOL 
taken as a whole. The accompanying financial information 
discussed below is not a required part of the principal 
financial statements. 


The required supplementary information included in the 
Management Discussion and Analysis and FY 2002 
Financial Performance Report sections of the Performance 
and Accountabilit.. «ort, and the Required Supplementary 
Stewardship Info. ...tion are required by the Federal 
Accounting Stanuards Advisory Board and OMB Bulletin 
No. 01-09. We have applied limited procedures, which 
consisted principally of inquiries of management regarding 
the methods of measurement and presentation of the 
information. However, we did not audit the information and 
express no opinion on it. 


The information in the Annual Performance Report and the 
appendices of the DOL's Performance and Accountability 
Report is presented for purposes of additional analysis. Such 
information has not been subjected to the auditing procedures 
applied in the audits of the consolidated financial statements 
and, accordingly, we express no opinion on it. 


Report on Internal Control 


In planning and performing our audit, we considered 
DOLU's internal control over financial reporting by 
obtaining an understanding of the Department's internal 
control, determined whether internal controls had been 
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placed in operation, assessed control risk, and performed 
tests of controls in order to determine our auditing 
procedures for the purpose of expressing our opinion on 
the financial statements. We limited our internal control 
testing to those controls necessary to achieve the 
objectives described in OMB Bulletin No. 01-02. 

We did not test all internal controls relevant to operating 
objectives as broadly defined by the Federal Managers’ 
Financial Integrity Act of 1982, such as those controls 
relevant to ensuring efficient operations. The objective 
of our audit was not to provide assurance on internal 
contro!. Consequently, we do not provide an opinion 
on internal control. 


Our consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the 
internal control over financial reporting that might be 
reportable conditions. Under standards issued by the 
American Institute of Certified Public Accountants, 
reportable conditions are matters coming to our attention 
relating to significant ceficiencies in the design or 
operation of the internal control that, in our judgment, 
could adversely affect the agency’s ability to record, 
process, summarize, and report financial data consistent 
with the assertions by management in the financial 
statements. Material weaknesses are reportable conditions 
in which the design or operation of one or more of the 
internal control components does not reduce to a 
relatively low level the risk that misstatements in amounts 
that would be material in relation to the financial 
statements being audited may occur and not be detected 
within a timely period by employees in the normal course 
of performing their assigned functions. Because of 
inherent limitations in internal controls, misstatements, 
losses, or noncompliance may nevertheless occur and not 
be detected. We noted certain matters, discussed in the 
following paragraphs, involving the internal control and its 
operations that we consider to be reportable conditions. 
However, none of the reportable conditions is believed to 
be a material weakness. 


In addition, we considered DOL's internal control over 
Required Supplementary Stewardship Information by 
obtaining an understanding of the agency’s internal 
controls, determining whether they had been placed in 
operation, assessing control risk, and performing tests of 
controls as required by OMB Bulletin No. 01-02. The 
objective of our audit was not to provide assurance on 
these internal controls. Accordingly, we do not provide an 
opinion on such controls. 


Finally, with respect to internal control relating to 
performance measures included in the Performance 
Report, we obtained an understanding of the design of 
significant internal controls relating to the existence and 
completeness assertions as required by OMB Bulletin No. 
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01-02. Our procedures were not designed to provide 
assurance on internal control over reported performance 
measures, and, accordingly, we do not provide an opinion 
on such controls. 


Reportable Conditions 
Current Year Reportable Conditions 


Job Corps Real Property Depreciation 

We noted discrepancies in the calculation of depreciation 
for capitalized ETA Job Corps real property relating to 
1998 and prior years. These discrepancies included: 


w 13 assets that should have been fully depreciated but 
continued to have a net book value of $6 million at 
April 30, 2002. Depreciation expense continued to 
be recorded each month. 


@ 526 assets that should have been fully depreciated at 
April 30, 2002. These items have no current year 
depreciation expense but continued to have a net 
book value of $57 million. 


The assets were fully depreciated as of September 30, 
2002, by adjustment. However, Statement of Federal 
Financial Accounting Standards No. 6, Accounting for 
Property, Plant, and Equipment, requires the calculation of 
depreciation to be a systematic and rational allocation of 
the cost of general property, plant and equipment over the 
estimated useful life of the asset. In addition, GAO's 
Standards for Internal Control in the Federal Government 
require that internal controls should be designed to assure 
that ongoing monitoring occurs in the course of normal 
operations. The depreciation calculation for the items 
noted above was not adequately monitored to ensure a 
systematic and rational allocation. This weakness in 
internal control over assets valuation resulted in an 
overvaluation of property reported in DOL's FY 2001 
financial statements. 


ETA agreed that there was an oversight on its part, but 
believes that this is an isolated incident not requiring 
additional efforts or controls. However, we have 
concluded that stronger internal controls should be 
designed to help prevent future oversights. 


We recommend that the Chief Financial Officer ensures 
that property valuations reported by the capitalized assets 
tracking and reporting system (CATARS) are accurate by 
developing and documenting internal controls that will 
include quarterly reviews of the asset cost, net book value, 
and depreciation expense. 
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ILAB Excessive Cost Accruals 

The Bureau of International Labor Affairs (ILAB) has 
experienced rapid growth in its appropriations during the 
last several years, with its funding more than doubling 
from FY 2000 to FY 2001. This rapid growth has resulted 
in challenges in accounting methodologies for ILAB. 
Specifically, we have noted that ILAB does not have a 
documented accrual methodology and that ILAB does not 
include subsequent verification of the estimated accruals 
when actual costs become known. As a result, accrued 
costs were overstated by approximately $47 million at 
September 30, 2002. The cost accrual provisions of Grant 
Financial System Requirements, issued by the Joint 
Financial Management Improvement Program (JFMIP), 
require subsequent verification of estimated accruals. 


We recommend that the Chief Financial Officer and the 
Assistant Secretary for Administration and Management 
ensure that a formal written accrual methodology is 
developed that satisfies all JFMIP system requirements. 
The methodology should include procedures for the 
subsequent verification of the accrual accuracy, and 
procedures for adapting the methodology as necessary 
based on the verification results. 


Management concurs with the recommendation made by 
the OIG. They will review their current methodology and 
select an accrual method more in line with the specific 
types of ILAB grants. 


Prior Year Reportable Conditions 


Information Technology (IT) Controls 

While the Department has made progress in strengthening 
its IT environment in the last 4 years, we noted several 
areas where the Department can continue to make 
improvements: 


The Department lacks strong logical security controls to 
secure the Department’s data and information. 


The Department still lacks strong logical security controls 
to secure the Department's data and information. In the 
performance of our internal vulnerability assessment 
testing of the Department of Labor Accounting and 
Related System for FY 2002, we identified significant 
vulnerabilities involving general controls and security that 
resulted in an alert report being issued to DOL's Chief 
Information Officer and Chief Financial Officer. To 
address these vulnerabilities, the Department needs to 
strengthen technical security standards, administrative 
procedures, enforcement processes, monitoring processes 
and response/recovery processes. 


In response, stated that while they believe 
the controls in place during FY 2002 would have 
prevented a significant compromise of the data in the 
DOLARS$ system, they consider any security weakness to 
be serious. Management has taken additional steps to 


strengthen these controls. 


Accountable Property 

We previously reported that several agencies did not have 
adequate procedures and systems to track accountable 
property (general property, plant, and equipment that does 
not meet the Department's capitalization threshold). 
During FY 2002, DOL entered into a contract to conduct 
a preliminary review of current DOL property 
management operations and property management 
systems, develop a new property management database, 
and document responsibilities. This remains in the 
preliminary stages. 


Further, in FY 2002, the Department raised its 
capitalization threshold from $25,000 to $50,000, which 
will substantially decrease the number of items requiring 
capitalization and tracking in the capitalized property 
system. Because several agencies do not have adequate 
accountable property systems, items below this new 
threshold will not be tracked in any system; therefore, the 
potential risk of loss to the Department increases. 


Management has stated that they agree with the need to 
improve controls over accountable property and are 


working to develop a Department-wide property system. 


Capitalized Assets 

We previously reported that management's capitalized 
asset tracking and reporting procedures are inadequate to 
ensure that disposals of capitalized assets are reported in a 
timely and accurate manner, and that assets are 
adequately safeguarded against loss or theft. To 
adequately safeguard assets, a physical inventory should 
be taken on an annual basis to determine that all of the 
items in CATARS exist and are in use. A reconciliation 
should be performed to identify differences between the 
physical inventory and CATARS. The differences should 
be researched to determine why they were not located. 
During our FY 2002 audit, we determined that the 
Department was not performing reconciliations of CATARS 
to the physical inventory. Instead, the Department was 
comparing what was in CATARS to what was found, and 
removed items from CATARS that could not be found, 
rather than researching to find out the actual disposition of 
the missing assets. 


Management concurs with the need to develop stronger 
controls and is working to correct these deficiencies. 
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Unemployment Insurance (Ul) Benefit 
We previously reported certain deficiencies in the internal 


controls over Unemployment Insurance benefit payments. 
We identified that Ul overpayment data collected by the 
Benefit Accuracy Measurement (BAM) data reflect 
significantly higher overpayments than those established 
and reported by the states’ Benefit Payment Control (BPC) 
system. In FY 2002, management provided the OIG with a 
detailed corrective action plan and timeline, as well as 
descriptions of certain actions already put into place. 
While we generally concur with the corrective actions 
described by management, certain actions listed on the 
final timeline were not fully described in the written plan, 
and certain decisions regarding the measurement of 
least-detectable and nonrecoverable overpayments have 
yet to be finalized. 


ETA agreed with the need to provide a new plan, and 
recently provided a revised plan that will be reviewed 
during our FY 2003 audit work. 


for Grants 
ETA’s grant accounting has the following deficiencies: 


@ While the number of grants in closeout reflects a 
steady decrease since FY 2000, our audit disclosed 
that the ending inventory of grants in closeout at 
September 30, 2002, does not include certain regional 
office grants that expired but were not identified for 
closeout or included in the tracking system. We also 
noted that the final certification process is not being 


performed timely. 


ws Transfers of WIA funds between programs continue to 
be unaccounted for in ETA’s accounting records. 


s While ETA has stepped up its efforts to obtain and 
record delinquent cost reports from its grantees, our 
FY 2002 audit continued to note delinquent reporting. 


= We continued to note data entry errors in our grants 
testing. Errors were noted at both the regional offices, 
which are not recorded through the EIMS system, and 
the national office. For example, at the national level 
we identified over $250 million in negative cost 
entries posted. At the regional offices, we noted errors 
in various Job Corps contracts selected for testing. 


e ETA continues to operate without written grant 
accounting procedures, both at the regional and 
National offices. 


ETA management has taken certain actions and is 


continuing to implement improvements to address our 
audit findings. 
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Report on Compliance with Laws and 
Regulations Exclusive of the Federal Financial 


Management Inprovement Act of 1996 (FFMIA) 


The management of the DOL is responsible for complying 
with laws and regulations applicable to the Department. 
As part of obtaining reasonable assurance about whether 
the Department's financial statements are free of material 
misstatement, we performed tests of its compliance with 
certain provisions of laws and regulations, noncompliance 
with which could have a direct and material effect on the 
determination of financial statement amounts and certain 
laws and regulations specified in OMB Bulletin No. 01- 
02, including the requirements referred to in the Federal 
Financial Management Improvement Act of 1996. We 
limited our tests of compliance to these provisions and 
we did not test compliance with all laws and regulations 
applicable to the DOL. 


The results of our tests of compliance with the laws and 
regulations described in the preceding paragraph, 
exclusive of FFMIA, disclosed no instances of 
noncompliance with laws and regulations that are 
required to be reported under Government Auditing 
Standards and OMB Bulletin 01-02. 


Providing an opinion on compliance with certain 
provisions of laws and regulations was not an objective 
of our audit and, accordingly, we do not express such 
an opinion. 


Report on Compliance with FFMIA 


We have examined DOL's compliance with the 
requirements of FFMIA as of September 30, 2002. 
These include implementing and maintaining financial 
management systems that substantially comply with: 
(1) financial management systems requirements, 

(2) applicable Federal accounting standards, and 

(3) the United States Government Standard General 
Ledger (SGL) at the transaction level. Management is 
responsible for DOL's compliance with these 
requirements. Our responsibility is to express an opinion 
on DOL'’s compliance based on our examination. 


Our examination was conducted in accordance with 
attestation standards established by the American Institute 
of Certified Public Accountants; Government Auditing 
Standards, issued by the Comptroller General of the 
United States; and OMB Bulletin No. 01-02, Audit 
Requirements for Federal Financial Statements. These 
standards include examining on a test basis, evidence 
about DOL's compliance with those requirements and 
performing such other procedures as we considered 
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necessary in the circumstances. We believe that our 
examination provides a reasonable basis for our opinion, 
Our examination does not provide a legal determination 
on DOL's compliance with specified requirements. 


In our opinion, as of September 30, 2002, DOL 
substantially complied with the requirements of FFMIA, 
except for applicable Federal accounting standards as 
described below: 


of Cost 
The Department of Labor is not in compliance with the 
requirements for managerial cost accounting contained in 
Statement of Federal Financial Accounting Standards 
Number 4 (SFFAS No. 4), The Managerial Cost Accounting 
Concepts and Standards for the Federal Government. 
Specifically, DOL has not defined outputs for its operating 
programs nor developed the capability to routinely report 
the cost of outputs at the operating program and activity 
levels for use in managing program operations. 
Additionally, DOL does not use managerial cost 
information for purposes of performance measurement, 
planning, budgeting or forecasting. 


Noncompliance with requirements for managerial cost 
accounting persists primarily because DOL has not 
succeeded in its efforts to implement a functional 
managerial cost accounting system. System 
implementation has not been successful because agency 
and program management responsible for the vast 
majority of DOL’s operating programs have not actively 
participated in the implementation effort led by the Office 
of the Chief Financial Officer. 


We recommend that the Chief Financial Officer ensures 
the development of a comprehensive Department-wide 
managerial cost accounting system implementation plan 
by June 30, 2003, that will be fully operational by 
January 28, 2006. 


In accordance with the provisions and requirements of the 
Act, the Secretary of Labor has determined that the 
Department of Labor's financial management systems are 
in substantial compliance with the FFMIA. However, the 
OIG maintains the position that since costs are not 
captured and reported at the level required and there is 
not in place an integrated system that can be used by 
managers to manage DOL programs on a day-to-day basis, 
the Department has not implemented managerial cost 
accounting as required by the standard. Therefore, the 
OIG’s opinion is that the Department is not in substantial 
compliance in this regard. 


This report is intended solely for the information and use 
of the management of the U.S. Department of Labor, the 
Office of Management and Budget, and Congress, and is 
not intended to be and should not be used by anyone 
other than these specified parties. 


Fovint 2 Rew 


Elliot P. Lewis 
Assistant Inspector General for Audit 
January 6, 2003 
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PRINCIPAL FINANCIAL STATEMENTS 


Principal Financial Statements Included in this Report 


The principal financial statements included in this report have been prepared in accordance with the requirements 
of the Chief Financial Officers Act of 1990 (P.L. 101-576), the Government Management Reform Act of 1994 and 
the Office of Management and Budget’s (OMB) Bulletin 01-09, "Form and Content of Agency Financial 
Statements.” The responsibility for the integrity of the financial information included in these statements rests with 
management of the U.S. Department of Labor (DOL). The audit of DOL's principal financial statements was 
performed by the Office of Inspector General (OIG). The auditors’ report issued by the Assistant Inspector General 
accompanies the principal statements. 


The Department's principal financial statements for fiscal years (FY) 2002 and 2001 consisted of the following: 
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The Consolidated Balance Sheets, which present as of September 30, 2002 and 2001 those resources 
owned or managed by DOL which are available to provide future economic benefits (assets); amounts 
owed by DOL that will require payments from those resources or future resources (liabilities) and residual 
amounts retained by DOL, comprising the difference (net position). 


The Consolidated Statements of Net Cost, which present the net cost of DOL operations for the years 
ended September 30, 2002 and 2001. DOL’s net cost of operations includes the gross costs incurred by 
DOL less any exchange revenue earned from DOL activities. Due to the complexity of DOL’s operations, 
the classification of gross cost and exchange revenues by major program and suborganization is presented 
in Note 14 to the consolidated financial statements. 


The Consolidated Statements of Changes in Net Position, which present the change in DOL’s net 
position resulting from the net cost of DOL operations, budgetary financing sources other than exchange 
revenues and other financing sources for the years ended September 30, 2002 and 2001. 


The Combined Statements of Budgetary Resources, which present the budgetary resources available 
to DOL during FY 2002 and 2001, the status of these resources at September 30, 2002 and 2001, and the 
outlay of budgetary resources for the years ended September 30, 2002 and 2001. 


The Consolidated Statements of Financing, which reconcile the net cost of operations with the 
obligation of budgetary resources for the years ended September 30, 2002 and 2001. 


The Consolidated Statements of Custodial Activity, which present the sources and disposition of non- 
exchange revenues collected or accrued by DOL on behalf of other recipient entities for the years ended 
September 30, 2002 and 2001. 
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CONSOLIDATED BALANCE SHEETS 


As of September 30, 2002 and 2001 
(Dollars in Thousands) 
Restated 
ee Sl 
ASSETS 
Intra-governmental 
Funds with U. S. Treasury (Notes 1-E and 2) $ 10,166,843 $ 10,962,106 
Investments (Notes 1-F and 3) 68,423,887 89,094,324 
Interest receivable from investments 1,074,389 1,439,228 
Accounts receivable (Notes 1-G and 4) 3,520,614 
Total intra-governmental 83,432,700 105,016,272 
Accounts receivable, net of allowance (Notes 1-G and 4) 825,008 759,691 
Advances (Notes 1-H and 5) 516,672 179,567 
Property, plant and equipment, net 
of depreciation (Notes 1-I and 6) 779,821 777,661 
Total assets $85,554,201 $.106,733,19) 
LIABILITIES AND NET POSITION 
Liabilities (Note 1-K) 
Intra-governmental 
Accounts payable $ 25,490 $ 37,837 
Advances from U.S. Treasury (Notes 1-L and 8) 7,718,557 7,253,557 
Other liabilities (Note 11) 131,735 107,423 
Total intra-governmental 7,875,782 7,398,817 
Accounts payable 451,256 330,324 
Accrued leave (Note 1-M) 93,934 93,238 
Accrued benefits (Notes 1-N and 9) 2,241,679 1,558,846 
Future workers’ compensation benefits (Notes 1-O and 10) 596,933 586,217 
Energy employees occupational illness 
compensation benefits (Note 1-P) 2,810,022 3,200,000 
Other liabilities (Note 11) 211,161 213,029 
Total liabilities 4,280,767 13,380,471 
Net position (Note 1-T) 
Unexpended appropriations 9,343,624 10,112,365 
Cumulative results of operations 61,929,810 83,240,355 
Total net position ___ 71,273,434 93 720 
Total liabilities and net position $__ 85,554,201 $ 106,733,191 


The accompanying notes are an integral part of these statements. 
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CONSOLIDATED STATEMENTS OF NET COST 


For the Years Ended September 30, 2002 and 2001 
(Dollars in Thousands) 


NET COST OF OPERATIONS (Notes 1-U and 14) 


CROSSCUTTING PROGRAMS 


Employment and training 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Labor, employment and pension standards 
Intra-governmental 
With the public 
Total cost 


Worker safety and health 
Intra-governmental 
With the public 

Total cost 
Less earned revenue 


Net program cost 
OTHER PROGRAMS 


Statistics 
Intra-governmental 
With the public 

Total cost 
Less earned revenue 


Net program cost 
Costs not assigned to programs 
Less earned revenue not attributed to programs 
Net cost not assigned to programs 


Net cost of operations 


The accompanying notes are an integral part of these statements. 


$ 878,063 


58,861,530 


—(2,813,013) 
— 56,048,517 


95,321 

—_— 5,886,665 
6,981,986 
—__—_—116,190) 
——6,265,796 


123,613 

499.749 

623,362 
(7,392) 


615,970 


142,535 


—_—_—823,937 
766,472 


(1,423) 


Restated 


$ 808,751 


37,418,741 


—— (2,570,342) 
—— 34,848,399 


42,361 

—— 5,823,371 
5,865,732 
(9,437) 

—— 5,856,295 


111,264 
417,709 
528,973 


—___(12,509) 
—__516,464 


132,066 
—__—581,04 

719,070 
(3,024) 
—__—116,046 


149,297 
314,841 
464,138 
£4,829) 
459,309 


88,403 
(25,612) 
62,791 


$__ 42,459,304 
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CONSOLIDATED STATEMENTS OF CHANGES IN NET POSITION 


For the Years Ended September 30, 2002 and 2001 
(Dollars in Thousands) 


Restated 
_2002 2001 
Cumulative Cumulative 
Results of Unexpended Results of Unexpended 


—Operations_ Appropriations _ Operations Appropriations 


Beginning balances $ 83,240,355 $ 10,112,365 $ 83,859,548 $ 10,094,968 
Prior period adjustment (Note 1-D) : : 1,033,605 —_ (1,033,605) 
Beginning balances as adjusted 83,240,355 10,112,365 84,893,153 9,061,363 
Budgetary financing 
sources (Note 1-V) 
Appropriations received 10,278,498 9,948,965 
Appropriations transferred (644,360) (634,211) 
Appropriations not available - (254,328) - (174,949) 
Appropriations used 10,148,551 (10,148,551) 8,088,803 (8,088,803) 
Nonexchange revenue (Note 15) 
Employer taxes 26,822,661 27,234,707 
Investment interest 5,094,321 5,775,266 
Assessments 145,613 146,713 
Reimbursement of 
unemployment benefits 1,371,411 1,072,686 
Total nonexchange revenue 33,434,006 34,229,372 
Transfers without 
reimbursement (Note 16) 3,000 3,000 
Other financing sources (Note 1-W) 
Imputed financing from costs 
absorbed by others 92,603 86,835 
Transfers without 
reimbursement (Note 16) 2,347 (1,504) 
Transfer of Energy employees 
occupational illness 
compensation benefits liability - (1,600,000) 
Total financing sources 43,680,507 (768,741) 40,806,506 1,051,002 
Net cost of operations (64,991,052) 42,459 
Ending balances $ 61,929,810 $ 9,343,624 $§ 83,240,355 $ 10,112,365 


The accompanying notes are an integral part of these statements. 
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COMBINED STATEMENTS OF BUDGETARY RESOURCES 


For the Years Ended September 30, 2002 and 2001 


(Dollars in Thousands) 
Restated 
—— 2002 =s- __ 2001 
BUDGETARY RESOURCES 
Budget authority 
Appropriations received $ 66,449,018 $ 44,643,767 
Net transfers (156,501) (116,523) 
Unobligated balance 
Beginning of period 3,064,662 2,599,943 
Net transfers (97) (203) 
Spending authority from offsetting collections 
Earned 
Collected 2,370,681 2,354,745 
Receivable from Federal sources 56,907 (71,143) 
Change in unfilled customer orders 
Advance received 27,971 (45,063) 
Without advance from Federal sources 1,320 1,901 
Transfers from trust funds __ 4,046,882 
Total spending authority from offsetting collections 6,503,761 5,826,699 
Recoveries of prior year obligations 428,561 259,160 
Temporarily not available pursuant to Public Law - (1,711,072) 
Permanently not available __(254,328) ___(174,949) 
Total budgetary resources £76,035.076 $ols265822 
STATUS OF BUDGETARY RESOURCES 
Obligations incurred 
Direct $ 70,499,669 $ 45,691,222 
Reimbursable ——_ 2,563,805 —__—2.5.0,938 
Total obligations incurred 73,063,474 48,262,160 
Unobligated balances available 
Apportioned 2,008,155 2,209,087 
Other available 187,429 177,822 
Unobligated balances not available 776,018 ___ 677,753 
Total status of budgetary resources $6,035,076 $91,326,822 
RELATIONSHIP OF OBLIGATIONS TO OUTLAYS 
Obligated balance, net, beginning $ 10,301,270 $ 8,959,890 
Obligated balance, net, ending 
Accounts receivable (1,362,515) (1,048,592) 
Undelivered orders 7,993,575 8,472,628 
Accounts payable 3,907,610 2,921,011 
Outlays 
Disbursements 72,264,887 46,677,207 
Collections __(6,369,813) 
Total outlays 65,895,074 40,793,044 
Offsetting receipts (729.086) _ (439,129) 
Net outlays $65,165,988 $40,353,915 


The accompanying notes are an integral part of these statements. 
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CONSOLIDATED STATEMENTS OF FINANCING 
As of September 30, 2002 and 2001 


(Dollars in Thousands) 
Restated 
—__2002__ —__2001_ 
RESOURCES USED TO FINANCE ACTIVITIES 
Budgetary resources obligated , 
Obligations incurred $ 73,063,474 $ 48,262,160 
Recoveries of prior year obligations (428,561) (259,160) 
Less spending authority from offsetting collections (6,503,761) 
Obligations, net of offsetting collections and recoveries 66,131,152 42,176,301 
Other resources 
Imputed financing from costs absorbed by others 92,603 86,835 
Transfers, net 5,347 (1,598,504) 
Exchange revenue not in budget (116,284) (117,400) 
Trust fund exchange revenue (520,264) (390,155) 
Total resources used to finance activities 592,554 40,157,077 
RESOURCES USED TO FINANCE ITEMS NOT PART 
OF THE NET COST OF OPERATIONS 
Change in budgetary resources obligated for goods, services and 
benefits ordered but not yet provided 171,470 (743,794) 
Resources that finance the acquisition of assets (113,013) (85,598) 
Allocation transfers to other agencies (165,697) (117,728) 
Other resources that do not affect net cost of operations (272,402) 1,601,306 
Total resources used to finance items not part of the 
net cost of operations (379,642) 654,186 
Total resources used to finance the net cost of operations 65,212,912 40,811,263 
COMPONENTS OF THE NET COST OF OPERATIONS 
THAT WILL NOT REQUIRE OR GENERATE RESOURCES 
IN THE CURRENT PERIOD 
Components requiring or generating resources in future periods 
Increase in annual leave liability 696 3,816 
Increase (decrease) in employee benefits and 
retirement liabilities (357,144) 1,624,169 
Decrease (increase) in exchange revenue receivable 
from the public (10,551) 1,997 
Total (366,999) 1,629,982 
Components not requiring or generating resources 
Depreciation and amortization 104,417 40,122 
Revaluation of assets and liabilities 324,682 207,114 
Benefit overpayments (283,960) (229,177) 
Total 145,139 18,059 
Total components of the net cost of operations that will not 
require or generate resources in the current period (221,860) 1,648,041 
Net cost of operations $ 64,991,052 $__ 42,459,304 


The accompanying notes are an integral part of these statements. 
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CONSOLIDATED STATEMENTS OF CUSTODIAL ACTIVITY 


For the Years Ended September 30, 2002 and 2001 
(Dollars in Thousands) 


—__2002__ 
SOURCES OF CUSTODIAL REVENUE (Notes 1-X and 18) 
Cash collection of fines, penalties, assessments 
and related interest $ 114,078 
Less refunds (26) 
Net cash collections 114,052 
Decrease in amounts to be collected (2,066) 
Total sources of custodial revenue 111,986 
DISPOSITION OF CUSTODIAL REVENUE (Note 1-X) 
Net transfers to U.S. Treasury general fund 114,052 
Decrease in amounts to be transferred (2,066) 
Total disposition of custodial revenue 111,986 
Net custodial activity $ - 


The accompanying notes are an integral part of these statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 anc’ 290) 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


A. Reporting Entity 


The U.S. Department of Labor (DOL), a cabinet level agency of the Executive Branch of the United States 
Government, was established in 1913, to promote the welfare of the wage earners of the United States. Today the 
Department's mission remains the same: to foster and promote the welfare of the job seckers, wage earners and 
retirees of the United States by improving their working conditions, advancing their opportunities for profitable 
employment, protecting their retirement and health care benefits, helping employers find workers, strengthening 
free collective bargaining, and tracking changes in employment, prices, and other economic measurements. 


DOL is organized into major program agencies, which administer the various statutes and programs for which the 
Department is responsible. Through the execution of its congressionally approved budget, DOL conducts 
operations in five major Federal program areas, under three major budget functions: education, training, 
employment and social services, health (occupational health and safety), and income security. DOL’s major 
program agencies, and the major programs in which they operate, are shown below. 


I. Major program agencies 


Employment and Training Administration (ETA) 
Employment Standards Administration (ESA) 
Occupational Safety and Health Administration (OSHA) 
Bureau of Labor Statistics (BLS) 
Mine Safety and Health Administration (MSHA) 
Pension and Welfare Benefits Administration (PWBA) 
Veterans’ Employment and Training (VETS) 
Other Departmental Programs 

Office of the Assistant Secretary for Administration and Management 
- Office of the Solicitor 
- Office of the Chief Financial Officer 
- Office of the Inspector General 
- Bureau of International Labor Affairs 
- Women's Bureau 


2. Major programs 


Income maintenance 

Employment and training 

Labor, employment, and pension standards 
Worker safety and health 

Statistics 


The Pension Benefit Guaranty Corporation (PBGC), a wholly owned Federal government corporation under the 
chairmanship of the Secretary of Labor, has been designated by the Office of Management and Budget (OMB) as 
a separate reporting entity for financial statement purposes and has been excluded from the DOL reporting entity. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


A. 
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Reporting Entity - Continued 


3. Fund and account structure 


DOL’s financial activities are accounted for by Federal account symbol, utilizing individual funds and 
fund accounts within distinct fund types, as discussed below. 


. Trust funds 

The Unemployment Trust Fund was established under the authority of Section 904 of the Social Security 
Act of 1935, as amended, to receive, hold, invest, and disburse monies collected under the Federal 
Unemployment Tax Act, as well as state unemployment taxes collected by the states and transferred to the 
Fund, and unemployment taxes collected by the Railroad Retirement Board and transferred to the Fund. 


j, established under the authority of 


the Longshore and Harbor Workers’ an eneaats tnt 
wages, and rehabilitation services for job related injuries and diseases or death to private sector workers 
in cc. tain maritime and related employment. 


District of Columbia Workmens’ Compensation Act — compensation and medica! payments to 
District of Columbia employees for work related injuries or death which occurred prior to July 26, 1982. 


The_Black Lung Disability Trust Fund, established under the Black Lung Benefit Act, provides 
compensation and medical benefits to coal miners who suffer disability due to pneumoconiosis, and 
compensation benefits to their dependent survivors. 


Gifts and Bequests uses miscellaneous funds received by gift or bequest to support various activities of 
the Secretary of Labor. 


. General funds 


Salaries and Expenses include appropriated funds which are used to carry out the missions and functions 
of the Department, except where specifically provided for from other Departmental funds. 


Training and Employment Services provides for a flexible, decentralized system of Federal and local 
programs of training and other services for the economically disadvantaged designed to |ead to permanent 
gains in employment, through grants to states and Federal programs such as Job Corps, authorized by the 
Workforce Investment Act and the Job Training Partnership Act. 


Welfare to Work Jobs provides funding for the activities of the Welfare-to-Work Grants program 
established by the Balanced Budget Act of 1997. The program provides formula grants to States and 
Federally administered competitive grants to other eligible entities to assist welfare recipients in securing 
lasting unsubsidized employment. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


A. Reporting Entity - Continued 
3. Fund accounting structure - continued 


° General funds - continued 


ney erp ee ep ey tn Unemployment 
Compensation provides administrative grants to state agencies which pay unemployment benefits to 
eligible workers and collect state unemployment taxes from employers. The Employment Service is a 
nationwide system providing no-fee employment services to individuals seeking employment and to 
employers seeking workers. Employ nent Service activities are financed by allotments to states distributed 
under a demographically based funding formula established under the Wagner-Peyser Act, as amended. 


Payments to the Unemplovment Trust Fund was initiated as a result of amendments to the Emergency 
Unemployment Compensat. on (EUC) law, which provided general fund financing to the Unemployment 
Trust Fund to pay emergency unemployment benefits and associated administrative costs. The Fund 
continues to process benefit overpayment refunds for the terminated EUC program. 


1 . nds provides advances to other accounts within 
de Unemoteyenent "Tent Fuad ony euamglayenet compenestion whenever Go tela i Gan 
accounts prove insuificient or whenever reimbursements to certain accounts, as allowed by law, are to be 
made. This account also prov ides repayable advances to the Black Lung Disability Trust Fund, to make 
disability payments whenever the fund balance proves insufficient. 


| fit owances provides for payment of benefits, training, job search, 
ad catia Ghana beatae te tam and OA. 


Community Service Employment for Older Americans provides part time work experience in community 
service activities to unemployed, low income persons aged 55 and over. 


Sa en  E E eiatis unlieen taectn toot. entnan ene 
have incurred a work related occupational disease and beneficiaries of employees whose death is 
attributable to a job related injury. The Fund also provides for rehabilitation of injured employees to 
facilitate their return to work. 


The Ic iC ad was established to adjudicate, 
cdninions, adem dimtarteadinederte Sasuny hentayene Gecupetead Gham Canute 
Program Act of 2000. The Act authorizes lump sum payments and the reimbursement of medical expenses 
to employees of the Department of Energy (DOE) or of private companies under contract with DOE, who 
suffer from specified diseases as a result of their work in the nuclear weapons industry. The Act also 
authorizes compensation to the survivors of these employees under certain circumstances. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
A. Reporting Entity - Continued 


3. Fund accounting structure - continued 
. Revolving funds 


The Working Capital Fund maintains and operates a program of centralized services in the national 
office and the field. The Fund is paid in advance by the agencies, bureaus, and offices for which 
centralized services are provided, at rates which return the full cost of operations. 


° Special funds 


The Panama Canal Commission Compensation Fund was established to pay workers compensation 
obligations of the Panama Canal Commission under the Federal Employees' Compensation Act from 
funding provided by the Commission. 


Salaries and Expenses, (H-1b Funded) provides demonstration grants to regional and local entities to 
provide technical skills training to unemployed and incumbent workers. The fund is supported by fees 
paid by employers applying for foreign workers under the H!-1b temporary alien labor certification 
program authorized by the American Competitiveness and Workfoce Improvement Act of 1998. 


. Deposit funds 


Deposit funds account for monies held temporarily by DOL until ownership is determined, or monies 
held by DOL as an agent for others. 


. Miscellaneous receipt and clearing accounts 


Miscellaneous receipt accounts hold non entity receipts and accounts receivable from DOL activities 
which by law, cannot be deposited into funds under DOL control. The U.S. Department of the Treasury 


automatically transfers all cash balances in these receipt accounts to the general fund of the Treasury at 
the end of each fiscal year. 


Clearing accounts hold monies which belong to DOL, but for which a specific receipt account has not 
been determined. 


4. Inter-Departmental relationships 


DOL and the Department of the Treasury (Treasury) are jointly responsible for the operations of the 
Unemployment Trust Fund and the Black Lung Disability Trust Fund. DOL is responsible for the 
administrative oversight and policy direction of the programs financed by these trust funds. Treasury acts 
as custodian over monies deposited into the funds and also invests amounts in excess of disbursing 
requirements in Treasury securities on behalf of DOL. DOL consolidates the financial results of the 
Unemployment Trust Fund and the Black Lung Disability Trust Fund into these financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


B. Basis of Accounting and Presentation 


These consolidated financial statements present the financial position, net cost of operations, changes in net 
position, budgetary resources, financing, and custodial activities of the U.S. Department of Labor, in accordance 
with accounting principles generally accepted in the United States of America and the form and content 
requirements of OMB Bulletin 01-09. They have been prepared from the books and records of DOL, and include 
the accounts of all funds under the control of the DOL reporting entity. All interfund balances and transactions 
have been eliminated, except as noted below. 


OMB Bulletin 0! -09, which DOL adopted for 2002, required changes to the Statement of Changes in Net Position, 
the Statement of Budgetary Resources, and the Statement of Financing. OMB Bulletin 01-09 requires that the 
Statement of Budgetary Resources be presented on a combined basis. Interfund balances and transactions have not 
been eliminated in this statement. Certain amounts for fiscal year 2001 have been reclassified to conform with the 
current year presentation. 


Accounting principles generally accepted in the United States of America encompass both accrual and budgetary 
transactions. Under accrual accounting, revenues are recognized when earned, and expenses are recognized when 
a liability is incurred. Budgetary accounting facilitates compliance with legal constraints on, and controls over, the 
use of federal funds. These consolidated financial statements are different from the financial reports, also prepared 
by DOL pursuant to OMB directives, used to monitor DOL's use of budgetary resources. 


C, Restatement 


OMB 01-09 requires budget authority and other resources allocated to another agency to be reported by the 
transferor of the appropriation in its financial statements unless the allocation transfer is material to the recipient's 
financial statements. The activity relating to the allocation should be reported in all of the recipient's financial 
statements, except the Statement of Budgetary Resources, when the allocation transfer is material to the recipient’s 
financial statements. The transferor should continue to report the appropriation and the related budgetary activity 
in its Statement of Budgetary Resources. 


DOL has allocated appropriations to the Department of Agriculture and the Department of Interior in fiscal years 
2002 and 2001. These Departments consider this activity material to their respective financial statements, and 
therefore, DOL reports this activity only in the Combined Statement of Budgetary resources. Appropriations have 
been allocated to DOL from the Environmental Protection Agency, the General Service Administration, and the 
Agency for International Development, which DOL considers to be immaterial. These amounts are not included 
in the DOL financial statements. The activity regarding these allocated appropriations constitutes a change in 
reporting entity. Fiscal year 2001 balances have been restated to appropriately reflect this change. 


D. Prior Period Adjustment 


Prior to October |, 2000 certain funds transferred from the Unemployment Trust Fund to State Unemployment 
Insurance and Employment Service Operations were misclassified within equity as unexpended appropriations. 
DOL has recorded a prior period adjustment of $1,034 million at October |, 2000 to properly classify these amounts 
as cumulative results of operations. Fiscal year 2001 appropriations used has been increased by $135 million for 
the misclassification applicable to 2001. These misclassifications had no effect on net cost or total net position. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


E. Funds with U.S. Treasury 


DOL’s cash receipts and disbursements are processed by the U.S. Treasury. Funds with U.S. Treasury represent 
obligated and unobligated balances available to finance allowable expenditures and restricted balances, including 
amounts related to expired authority and amounts not available for use by DOL. (See Note 2.) 


F. Investments 


DOL trust fund balances not required to meet current expenditures are invested by Treasury in interest bearing 
securities of the U.S. government. Balances held in the Unemployment Trust Fund are invested in non-marketable, 
special issue Treasury securities, available for purchase exclusively by Federal government agencies and trust 
funds. Special issues are purchased and redeemed at face value (cost), which is equivalent to their net carrying 
value on the Consolidated Balance Sheet. Interest rates and maturity dates vary. 


Balances held in the Longshore and Harbor Workers' Trust Fund and the District of Columbia Trust Fund, as well 
as balances held in the Panama Canal Commission Compensation Fund and the Backwage Restitution Fund are 
invested in marketable Treasury securities. These investments are stated at amortized cost, which is equivalent to 
their net carrying value on the Consolidated Balance Sheet. Discounts and premiums are amortized using the 
straight-line method, which approximates the effective interest method. Interest rates and maturity dates vary. 


Management expects to hold these marketable securities until maturity; therefore, no provision is made in the 
financial statements for unrealized gains or losses. (See Note 3.) 


G. Accounts Receivable, Net of Allowance 


Accounts receivable consists of intra-governmental amounts due to the Department, as well as amounts due from 
the public. 


1. Intra-governmental accounts receivable 


The Federal Employees Compensation (FEC) account within the Unemployment Trust Fund provides 
unemployment insurance to eligible Federal workers (UCFE) and ex-service members (UCX). DOL 
recognizes as accounts receivable amounts due from other Federal agencies for unreimbursed UCFE and 
UCX benefits. 


DOL's Federal Employees’ Compensation Act Special Benefit Fund provides workers' compensation 
(FECA) benefits to eligible Federal workers on behalf of other Federal agencies. DOL recognizes as 
accounts receivable amounts due from other Federal agencies to the Special Benefit Fund for 
unreimbursed FECA benefits. 


DOL also has receivables from other Federal agencies for work performed on their behalf under various 
reimbursable agreements. 


I 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
G. Accounts Receivable, Net of Allowance - Continued 


2. Accounts receivable due from the public 


DOL recognizes as accounts receivable State unemployment taxes due from covered employers. Also 
recognized as accounts receivable are benefit overpayments made by DOL to individuals not entitled to 
receive the benefit. 


DOL recognizes as accounts receivable amounts due from the public for fines and penalties levied against 
employers by OSHA, MSHA, ESA, and PWBA; for amounts due for backwages assessed against 
employers by ESA; and for amounts due from grantees and contractors for grant and cotitract costs 
disallowed by ETA. 


3 Allowance for doubtful accounts 


Accounts receivable are stated net of an allowance for uncollectible accounts. The allowance is estimated 
based on an aging of account balances, past collection experience, and an analysis of outstanding accounts 
at year end. (See Note 4.) 


H. Advances 


DOL advances consist primarily of payments made to State employment security agencies (SESAs), and to grantees 
and contractors to provide for future DOL program expenditures. These advance payments are recorded by DOL 
as an asset, which is reduced when actual expenditures or the accrual of unreported expenditures are recorded by 
DOL. (See Note 5.) 


I. Property, Plant and Equipment, Net of Depreciation 


The majority of DOL's property, plant and equipment (PP&E) is general purpose PP&E held by Job Corps centers 
owned and operated by DOL through a network of contractors. DOL maintains the Capital Asset Tracking and 
Reporting System (CATARS) to account for Job Corp’s PP&E, as well as other general purpose PP&E used by 
the Department. Internal use software is considered general purpose PP&E. 


Real property purchases or improvements and leasehold improvements with a cost greater than $500,000 and a 
useful life of 2 or more years, internal use software with a cost greater than $300,000 and a useful life of 2 or more 
years, and equipment with a cost of $50,000 or more and a useful life of 2 or more years are capitalized. PP&E 
acquisitions not meeting these criteria are charged to expense at the time of purchase. In 2001, PP&E (excluding 
internal use software) with a cost greater than $25,000 ($5,000 for the Working Capital Fund) and a useful life of 
2 or more years and internal use software with a cost greater than $300,000 and a useful life of 2 or more years were 
capitalized. Prior to 2001, internally developed software in the Working Capital Fund with a cost greater than 
$5,000 was capitalized, when the cost was intended to be recovered through charges to other DOL users. Prior to 
1996, PP&E with a cost greater than $5,000 and a useful life of 2 or more years were capitalized. PP&E 
acquisitions not meeting these criteria were charged to expense at the time of purchase. 


Property, plant and equipment purchases and additions are stated at cost. Normal repairs and maintenance are 
charged to expense as incurred. Plant and equipment are depreciated over their estimated useful lives using the 
straight-line method of depreciation. 


165 Annual Report Fiscal Year 2002 


Financial Performance Report 


United States Department of Labor 166 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


I. Property, Plant and Equipment, Net of Depreciation - Continued 


Job Corps center construction costs are capitalized as construction-in-progress until completed. Upon completion 
they are reclassified as structures or facilities and depreciated over their estimated useful life. Leasehold 
improvements made at Job Corps centers and DOL facilities leased from the General Services Administration are 
recorded at cost and amortized over their useful lives, using the straight-line method of amortization. (DOL has no 
operating leases which extend for a period of more than one year.) 


Internal use software development costs are capitalized as software development in progress until the development 
stage has been completed and successfully tested. Upon completion and testing, software development-in-progress 
costs are reclassified as internal use software and amortized over their estimated useful life. 


The table below shows the major classes of DOL’s depreciable plant and equipment, and the depreciation periods 
used for each major classification. (See Note 6.) 


Years. 
Structures, facilities, and improvements 20 - 50 
Furniture and equipment 2 - 36 
ADP software 2-15 


DOL grantees have acquired real and tangible property with Federal grant funds in which DOL has a reversionary 
interest when the property is disposed of or no longer used for its authorized purpose. DOL is entitled to a pro rata 
share of the proceeds from sale of the property or a pro rata share of the property's fair market value, if the property 
is retained by the grantee but no longer used for DOL purposes. 


The value of DOL’s reversionary interest in real and tangible property acquired with Federal grant funds can not 
be determined until the grantee’s intention to sell or convert the property is known. 


J. Non-entity Assets 


Assets held by DOL which are not available to DOL for obligation are considered non-entity assets. DOL holds 
non-entity assets for the Railroad Retirement Board and for transfer to the U.S. Treasury. (See Note 7.) 


K. _ Liabilities 


Liabilities represent probable amounts to be paid by DOL as a result of past transactions, and are recognized when 
incurred, regardless of whether there are budgetary resources available to pay them. However, the liquidation of 
these liabilities will consume budgetary resources and cannot be made until available resources have been obligated. 
For financial reporting purposes, DOL’s liabilities are classified as covered or not covered by budgetary resources. 
Liabilities are classified as covered by budgetary resources if budgetary resources are available for consumption, 
regardless of whether the available resources have been obligated. Liabilities are classified as not covered by 
budgetary resources if budgetary resources are not available for consumption. These classifications differ from 
budgetary reporting , which categorizes liabilities as obligated, consuming budgetary resources, or unobligated, not 
consuming budgetary resources. Unobligated liabilities include those covered liabilities for which available 
budgetary resources have not been obligated, as well as liabilities not covered for which budgetary resources are 
not available. (See Notes 11 and 12.) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
L. Advances from U.S. Treasury 


The Benefits Revenue Act provides for repayable advances to DOL's Black Lung Disability Trust Fund, in the event 
fund resources are not adequate to meet fund obligations. Spending authority is derived from the Black Lung 
Disability Trust Fund’s indefinite authority to borrow. Repayable advances are provided through transfers from 
the Advances to the Unemployment Trust Fund and Other Funds appropriation, to the extent of borrowings under 
the authority. Advances are repayable with interest at a rate determined by the Secretary of the Treasury to be equal 
to the current average market yield on outstanding marketable obligations of the United States with remaining 
periods to maturity comparable to the anticipated period during which the advance will be outstanding. Advances 
made prior to 1982 carried rates of interest equal to the average rate borne by all marketable interest-bearing 
obligations of the United States then forming a part of the public debt. Outstanding advances at September 30, 
2002 bear interest rates ranging from 5.375% to 13.875%. Outstanding advances at September 30, 2001 bear 
interest rates ranging from 5.500% to 13.875%. Amounts in the trust fund shall be available, as provided by 
appropriation acts, for the payment of interest on, and the repayment of these repayable advances. Interest and 
principal are paid to the general fund of the Treasury when the Secretary of the Treasury determines that funds are 
available in the trust fund for such purposes. (See Note 8.) 


M. Accrued Leave 


A liability for annual and compensatory leave is accrued as leave is earned and paid when leave is taken. At year 
end, leave balances are revalued to reflect current wages. The balance of leave earned but not taken will be paid 
from future funding sources. Sick leave and other types of nonvested leave are expensed as taken. 


N. Accrued Benefits 


The financial statements include a liability for unemployment, workers' compensation and disability benefits 
payable from various DOL funds, as discussed below. (See Note 9.) 


1. Unemployment benefits payable 


The Unemployment Trust Fund provides benefits to unemployed workers who meet State and Federal 
eligibility requirements. Regular and extended unemployment benefits are paid from State accounts within 
the Unemployment Trust Fund, financed primarily by a State unemployment tax on employer payrolls. 
Fifty percent of the cost of extended unemployment benefits is paid from the Extended Unemployment 
Compensation Account (EUCA) within the Unemployment Trust Fund, financed by a Federal 
unemployment tax on employer payrolls. Temporary extended benefits, which began in 2002, are paid 
from the EUCA and are financed by Federal unemployment tax and general fund appropriations. 
Unemployment benefits to unemployed Federal workers are paid from the Federal Employment 
Compensation Account within the Unemployment Trust Fund. These benefit costs are reimbursed by the 
responsible Federal agency. A liability is recognized for unpaid unemployment benefits applicable to the 
current period and for benefits paid by states that have not been reimbursed by the fund. DOL also 
recognizes a liability for Federal employees' unemployment benefits to the extent of unpaid benefits for 
existing claims filed during the current period, payable in the subsequent period. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


N. Accrued Benefits - Continued 


2. Federal employees disability and 10(h) benefits payable 


The Federal Employees' Compensation Act Special Benefit Fund provides income and medical cost 
protection to covered Federal civilian employees injured on the job, employees who have incurred a work- 
related occupational disease and beneficiaries of employees whose death is attributable to a job-related 
injury or occupational disease. The fund is reimbursed by other Federal agencies for the FECA benefit 
payments made on behalf of their workers. The fund assumes the liability for unreimbursed (non- 
chargeable) FECA benefits. The fund also provides 50% of the annual cost-of-living adjustments for pre- 
1972 compensation cases under the authority of Section 10(h) of the Longshore and Harbor Workers’ 
Compensation Act and the District of Columbia Workmen's Compensation Act. 


A liability for FECA benefits payable by the Special Benefit Fund to the employees of other Federal 
agencies and for 10(h) benefits is accrued to the extent of unpaid benefits applicable to the current period. 


3. Black lung disability benefits payable 


The Black Lung Disability Trust Fund provides for compensation and medical benefits for eligible coal 
miners who are disabled due to pneumoconiosis (black lung disease). DOL recognizes a liability for 
disability benefits to the extent of unpaid benefits applicable to the current period. 


4. Energy employees occupational illness compensation benefits payable 


The Energy Employees Occupational IIiIness Compensation Fund provides benefits to eligible current or 
former employees of the Department of Energy (DOE) and its contractors suffering from designated 
illnesses incurred as a result of their work with DOE. Benefits are also paid to certain survivors of those 
employees and contractors, as well as to certain beneficiaries of the Radiation Exposure Compensation 
Act. DOL recognizes a liability for disability benefits to the extent of unpaid benefits applicable to the 


current period. 
5. Longshore and harbor workers’ and District of Columbia disability benefits payable 


The Longshore and Harbor Workers’ Compensation Trust Fund and the District of Columbia Workmens’ 
Compensation Trust Fund provide compensation and medical benefits for work related injuries to workers 
in certain maritime employment and to employees of the District of Columbia, respectively DOL 
recognizes a liability for disability benefits payable by these funds to the extent of unpaid benefits 
applicable to the current period. 


0. Future Workers' Compensation Benefits 


The financial statements include a liability for future workers' compensation benefits payable by DOL to its 
employees, to employees of the Panama Canal Commission and to enrollees of the Job Corps, as well as benefits 
not chargeable to other Federal agencies, which must be paid by DOL’s Federal Employees’ Compensation Act 
Special Benefit Fund. The liability includes the expected payments for death, disability, medical, and miscellaneous 
costs for approved compensation cases, as well as a component for incurred but not reported claims. The liability 
is determined using historical benefit payment patterns related to a specific incurred period to predict the ultimate 
payments related to that period. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
O. Future Workers' Compensation Benefits - Continued 


The methodology provides for the effects of inflation and adjusts historical payments to current year constant 
dollars by applying wage inflation factors (cost of living adjustments or COLAs) and medical inflation factors 
(consumer price index medical or CPIMs) to the calculation of projected benefits. The compensation COLAs and 
CPIMs used in the projections for 2002 and 2001 were as follows: 


2002 2001 __2002 _2001_ 2002, 2001 _2002_ _2001_ 
FY __ COLA _COLA _CPIM_ _CPIM FY COLA _COLA _CPIM_ _CPIM 
1990 443% 443% 840% 8.40% 1998 2.70% 2.70% 2.7% 2.7% 
1991 5.03% 5.03% 9.36% 9.36% 1999 1.53% 1.53% 3.50% 3.51% 
1992 5.00% 500% 7.96% 7.96% 2000 §=61.97% 1.97% 3.70% 3.70% 
1993 2.83% 2.83% 661% 661% 2001 =2.938% 2.93% 442% 442% 
1994 2.7% 2.7% 5.27™M% 5.2™% 2002 2.70% 3.33% 459% 4.44% 
1995 2.57% 257% 4.72% 4.72% 2003 = «1.80% 93.00% 431% 4.15% 
1996 2.63% 2.63% 3.99% 3.99% 2004 2.67% 2.56% 401% 4.09% 
1997 2.77% 932.7% 3.11% 3.11% 2005+ 2.40% 2.50% 401% 4.09% 


Projected annual payments were discounted to present value based on OMB’s interest rate assumptions for ten year 
Treasury notes. For 2002, interest rate assumptions were 5.2% in year one and thereafter. For 2001, interest rate 
assumptions were 5.21% in year one and thereafter. (See Note 10.) 


P. Energy Employees Occupational Illness Compensation Benefits 


The Energy Employees Occupational Illness Compensation Fund, established under the authority of the Energy 
Employees Occupational Iliness Compensation Program Act of 2000 (EEOICPA), provides benefits to eligible 
current or former employees of the Department of Energy (DOE) and its contractors, or to certain survivors of those 
employees and contractors, as well as benefits to certain beneficiaries of the Radiation Exposure Compensation Act. 
DOL is responsible for adjudicating and administering claims filed under the EEOICPA. Effective July 31, 2001, 
compensation of $150,000 and payment of medical expenses from the date a claim is filed are available to covered 
individuals suffering from designated illnesses incurred as a result of their work ‘ith DOE. Compensation of 
$50,000 and payment of medical expenses from the date a claim is filed are available to individuals eligible for 
compensation under of the Radiation Exposure Compensation Act. 


DOL has recognized a $2.8 billion and $3.2 billion liability for estimated future benefits payable by DOL at 
September 30, 2002 and 2001, respectively, to eligible individuals under the EEOICPA. The September 30, 2002 
estimated liability includes the expected lump sum and estimated medical payments for approved compensation 

cases and cases filed pending approval, as well as claims incurred but not yet filed. An undiscounted liability is 
projected over a sixteen year period of $3.8 billion with a discounted to present value liability of $2.8 billion based 
on an interest rate of 4.43% . The actuarial projection methodology provided an estimate of the ultimate number 
of reported cases as a result of estimating future claims from the historical patterns of reported claims and 
subsequent claim approval rates. Medical payments were derived by estimating an average benefit award per living 
employee claimant. The September 30, 2001 estimated liability was derived from OMB and the Congressional 
Budget Office data that ranged from $3.2 billion to $4.0 billion. The liability was projected over a twenty year 
period and discounted to present value based on OMB assumptions. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


Q. Employee Health and Life Insurance Benefits 


DOL employees are eligible to participate in the contributory Federal Employees Health Benefit Program (FEHBP) 
and the Federal Employees Group Life Insurance Program (FEGLIP). DOL matches the employee contributions 
to each program to pay for current benefits. During 2002, DOL’s contributions to the FEHBP and FEGLIP were 
$56.8 and $1.8 million, respectively. During 2001, DOL’s contributions to the FEHBP and FEGLIP were $50.0 
and $1.7 million, respectively. These contributions are recognized as current operating expenses. 


R. Other Retirement Benefits 


DOL employees eligible to participate in the FEHBP and the FEGLIP may continue to participate in these programs 
after their retirement. DOL recognizes a current operating expense for the future cost of these other retirement 
benefits (ORB) at the time the employce's services are rendered. This ORB expense must be financed by OPM, 
and is offset by DOL through recognition of an imputed financing source. Using cost factors supplied by OPM, 
DOL recorded ORB expense and imputed financing sources of $50.2 million in 2002 and $44.9 million in 2001. 


S. Employee Pension Benefits 


DOL employees participate in either the Civil Service Retirement System (CSRS) or the Federal Emp’oyees' 
Retirement System (FERS). For employees participating in CSRS, 7.0% of their gross earnings is withheld and 
transferred to the Civil Service Retirement and Disability Fund. DOL contributes an additional 8.51% of the 
employee gross earnings to the CSRS Retirement and Disability Fund. For employees participating in FERS, DOL 
withholds 0.8% of gross earnings, and matches the withholding with a 10.7% employer contribution. This total 
is transferred to the Federal Employees’ Retirement Fund. The CSRS and FERS retirement funds are administered 
by the OPM. DOL contributions to the CSRS and FERS are recognized as current operating expenses. FERS 
participants are also covered under the Federal Insurance Contribution Act (FICA) and are subject to FICA 
withholdings. DOL makes matching contributions to FICA, recognized as operating expenses. DOL's matching 
FICA contributions were $49.9 million in 2002 and $44.6 million in 2001. 


The Thrift Savings Plan (TSP) is a defined contribution retirement savings and investment plan for employees 
covered by either CSRS or FERS. CSRS participants may contribute up to 7% of their gross pay to the TSP, but 
there is no departmental matching contribution. FERS participants may contribute up to 12% of their gross pay to 
the TSP. For employees covered under FERS, DOL contributes 1% of the employees' gross pay to the TSP. DOL 
also matches 100% of the first 3% contributed and 50% of the next 2% contributed. DOL contributions to the TSP 
are recognized as current operating expenses. The maximum amount that either FERS or CSRS employees may 
contribute to the TSP in a calendar year is $11,000. Employee and employer contributions to the TSP are 
transferred to the Federal Retirement Thrift Investment Board. 


DOL recognizes the full cost of providing future CSRS and FERS pension benefits to covered employees at the 
time the employees' services are rendered. The pension expense recognized in the financial statements equals the 
service cost for covered DOL employees, less amounts contributed by these employees. Service cost represents 
the actuarial present value of benefits attributed to services rendered by covered employees during the accounting 


period. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICiES - Continued 
S. Employee Pension Benefits - Continued 


The measurement of service cost requires the use of actuarial cost methods to determine the percentage of the 
employees’ basic compensation sufficient to fund their projected pension benefit. These percentages (cost factors) 
are provided by OPM, and applied by DOL to the basic annual compensation of covered employees to arrive at the 
amount of total pension expense to be recognized in DOL's financial statements. 


The excess of total pension expense over the amount contributed by the Department and by DOL's employees 
represents the amount of pension expense which must be financed directly by OPM. DOL recognized as non- 
exchange revenue an imputed financing source equal to the excess amount. DOL does not recognize in its financial 
statements FERS or CSRS assets, accumulated plan benefits or unfunded liabilities, if any, applicable to its 
employees. (See Note 13.) 


T. Net Position 


DOL's net position consists of the following: 
1. Unexpended appropriations 


Unexpended appropriations include the unobligated balances and undelivered orders «f DOL's 
appropriated funds. Unobligated balances associated with appropriations that expire at the end of the 
fiscal year remain avaiiable for obligation adjustments, but not new obligations, until that appropriation 
is closed, five years after the appropriations expire. Multi-year appropriations remain available to DOL 
for obligation in future periods. 


2. Cumulative results of operations 


Cumulative results of operations includes - the accumulated historical difference between expenses 
consuming budgetary resources and financing sources providing budgetary resources in DOL’s trust, 
revolving and special funds - liabilities not consuming budgetary resources net of assets not providing 
budgetary resources - and DOL’s net investment in capitalized assets. 


U. Net Cost of Operations 


1. Operating costs 


Full operating costs are comprised of all direct costs consumed by the program and those indirect costs 
which can be reasonably assigned or allocated to the program. Full costs are reduced by exchange 
(earned) revenues to arrive at the program’s net operating cost. The full and net operating costs of DOL’s 
major programs are presented in the Consolidated Statements of Net Cost, and are also reported by 
suburganization in Note 14 to the financial statements. Note 14 also presents DOL’s net operating costs 
by the outcome goals adopted in the Department’s Annual Performance Plan for FY 2002 and DOL’s net 
operating costs by budget function. 


171 Annual Report Fiscal Year 2002 


Financial Performance Report 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


U. Net Cost of Operations - Continued 


2. Earned revenue 


Earned revenues arise from exchange transactions which occur through the provision of goods and 
services for a price, and are deducted from the full cost of DOL’s major programs to arrive at net program 
cost. Earned revenues are recognized by DOL to the extent reimbursements are payable from other 
Federal agencies and from the public, as a result of costs incurred or services performed on their behalf. 
Major sources of DOL’s eared revenue include reimbursements due to the Federal Employees' 
Compensation Act Special Benefit Fund from Federal age icies for the costs of disability compensation 
and medical care provided to or accrued on behalf of their employees, and reimbursements due to the 
Unemployment Trust Fund from Federal agencies for the cost of unemployment benefits provided to or 
accrued on behalf of their employees. 


V. Budgetary Financing Sources 


Budgetary financing sources other than earned revenues provide funding for the Department’s net cost of operations 
and are reported on the Consolidated Statement of Changes in Net Position. These financing sources include 
appropriations received, less appropriations transferred and not available, non-exchange revenue, and transfers 
without reimbursement, as discussed below: 


1. Appropriations received, appropriations transferred and appropriations not available 


DOL receives financing sources through congressional appropriations to support its operations. A 
financing source is recognized for these appropriated funds received less appropriations transferred or not 
available through recission or cancellation. 


2. Non-exchange revenue 


Non-exchange revenues arise from the Federal government’s power to demand payments from and receive 
donations from the public. Non-exchange revenues are recognized by DOL on the Consolidated Statement 
of Changes in Net Position for the transfer of employer and excise taxes from the entities collecting these 
taxes and for interest from investments, as discussed below: (See Note 15.) 


° Employer taxes 


Employer tax revenues are recognized on a modified cash basis, to the extent of cash transferred by the 
collecting entity to DOL, plus the change in inter-entity balances between the collecting entity and DOL. 
Inter-entity balances represent revenue received by the collecting entity, net amounts due to the collecting 
entity and adjustments made to previous transactions by the collecting entity which have not been 
transferred to the receiving entity. Federal and state unemployment taxes represent non-exchange 
revenues collected from employers based on wages paid to employees in covered employment. Federal 
unemployment taxes are collected by the Internal Revenue Service and transferred to designated accounts 
within the Unemployment Trust Fund. State unemployment taxes are collected by each State and 
deposited in separate State accounts within the Unemployment Trust Fund. Federal unemployment taxes 
are used to pay the Federal share of extended unemployment benefits and to provide for Federal and State 
administrative expenses related to the operation of the unemployment insurance program. State 
unemployment taxes are restricted in their u e payment of unemployment benefits. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


V. Budgetary Financing Sources - Continued 


2. Non-exchange revenue - continued 
° Employer taxes - continued 


Excise taxes are collected from coal mine operators based on the sale of coal. These excise taxes are 
collected by the Internal Revenue Service and transferred to the Black Lung Disability Trust Fund. 


° Interest 


The Unem,) oymvent Trust Fund, Longshore and Harbor Workers' Trust Fund, District of Columbia Trust 
Fund, the Panama Canal Commission Compensation Fund and the Energy Employees Occupational Illness 
Compensation Fund receive interest on fund investments. Interest is also earned on Federal funds ir. the 
possession of non-Federal entities. Interest is recognized as non-exchange revenue when earned. 


° Assessments 

The Longshore and Harbor Workers’ Trust Fund and District of Columbia Trust Fund receive non- 
exchange revenues from assessments levied on insurance companies and self-insured employers. 
Assessments are recognized as non-exchange revenues when due. 

° Reimbursement of unemployment benefits 

The Unemployment Trust Fund receives reimbursements from state and local government entities and non- 
profit organizations for the cost of unemployment benefits provided to their employees. These 
reimbursements are recognized as other non-exchange revenue when due. 

3. Transfers without reimbursement 

Other transfers recognized as financing sources by DOL include the transfer from various DOL general 


fund unexpended appropriation accounts to the Working Capital Fund’s cumulative results of operations. 
(See Note 16.) 


W. Other Financing Sources 


Other financing sources include nonexchange revenue and other items that do not represent budgetary 
resources. 


1. Imputed financing 


A financing source is imputed by DOL to provide for pension and other retirement benefit expenses 
recognized by DOL but financed by OPM. (See Notes 1-R and S.) 


2. Transfers without reimbursement 
Other transfers recognized as financing sources by DOL include the transfer of property from the General 


Services Administration to the Employment and Training Administration (ETA) to be used in ETA job 
training programs. (See Note 16.) 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 


W. Other Financing Sources - Continued 
3. Transfer of Energy Employees Occupational Iliness Compensation Benefits liability 


Under the authority of the Energy Employees Occupational Illness Compensation Program Act of 2000, 
the Department of Energy recorded at September 30, 2000 a liability in the amount of $1.6 billion for 


future compensation payments. In 2001, the responsibility for adjudicating and administering claims 
under the EEOICPA was transferred to DOL. Consistent with this transfer of administrative 
responsibility, DOE’s $1.6 billion liability was assumed by DOL, and included in the EEOICPA claims 
liability recorded by DOL in 2001. (See Note 1-P.) 


X. Custodial Activities 


DOL collects and transfers to the general fund of the U.S. Treasury custodial non-exchange revenues for penalties 
levied against employers by OSHA, MSHA, ESA, and PWBA for regulatory violations, for ETA disallowed grant 
costs assessed against canceled appropriations and for FECA administrative costs assessed against government 
corporations in excess of amounts reserved to finance capital improvements in the Federal Employees’ 
Compensation Aci Special Benefit Fund. These collections are not available to the agencies for obligation or 

. Penalties and other assessments are recognized as custodial revenues when collected or subject to 
collection. The source and disposition of these revenues are reported on the Consolidated Statements of Custodial 
Activities. (See Note 18.) 


NOTE 2 - FUNDS WITH U.S. TREASURY 


Funds with U.S. Treasury at September 30, 2002 consisted of the following: 


Entity Non-entity 

(Dollars in thousands) __ Assets _ Assets  _ Total _ 
Revolving funds 5 12,796 § - 12,796 
Trust funds 17,434 (59) 17,375 
Appropriated funds 10,055,696 . 10,055,696 


80,976 ____ 80,976 


$_ 10,085,926 $§ 80,917 $ 10,166,843 


Funds with U.S. Treasury at September 30, 2001 consisted of the following: 


Entity Non-entity Restated 
(Dollars in thousands) __Assets Assets Total 
Revolving funds 4 19,185 § oe 19,185 
Trust funds 428,170 69 428,239 


Appropriated funds 10,435,873 . 10,435,873 


78,809 78,809 


$ 10,883,228 § 78,878  $ 10,962,106 
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NOTE 3 - INVESTMENTS 
Investments at September 3“, 2002 consisted of the following: 
Face Premium Net Market 
(Dollars in thousands) Value __ (Discount) _ Value  _ Value 
Unemployment Trust Fund 
Non-marketable 
Special issue U.S. Treasury Bonds 
6.500% maturing June 30, 2003 $ 12,342,691 § - $ 12,342,691 $12,342,691 
6.500% maturing June 30, 2004 20,691,993 - 20,691 ,993 20,691,993 
6.250% maturing June 30, 2004 3,000,000 - 3,000,000 3,000,000 
6.250% maturing June 30, 2005 23,705,952 - 23,705,952 23,705,952 
5.500% maturing June 30, 2006 854011 ss __ 8524011 __ 8,524,011 
68,264,647 = = _68,264,647 _ 68,264,647 
Panama Canal Commission 
Compensation Fund 
Marketable 
U.S. Treasury Notes 
5.875% to 7.875% various maturities 13,747 114 13,861 15,402 
U.S. Treasury Bonds 
8.750% to 14.000% various maturities 65,304 11,370 74,674 79,565 
77,051 11,484 88,535 94,967 
Longshore and Harbor Workers' Trust Fund 
Marketable 
U.S. Treasury Bills 
1.530% to 1.640% various maturities 63,244 (192) 63,052 63,052 
District of Columbia Trust Fund 
Marketable 
U.S. Treasury Bills 
1.590% to 1.660% various maturities 6,097 (20) 6,077 6,077 
Backwage Restitution Fund 
Marketable 
U.S. Treasury Bill 
1.565% to 1.665% various maturities 1,590 (14) 1,576 1,576 
$68,412,629 $§ 11,258 $68,423,887 $68,430,319 
Entity investments $ 68,383,150 § 11,272 $68,394,422 $68,400,854 
Non-entity investments 29,479 (14) 29,465 _29,465 
$68,412,629 $§ 11,258 $68,423,887 $68,430,319 
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NOTE 3 - INVESTMENTS 


Investments at September 30, 2001 consisted of the following: 


Face Premium Net Market 
(Dollars in thousands) _Yalue__ (Discount) _ Value _ Value 
Unemployment Trust Fund 
Nen-marketable 
Special issue U.S. Treasury Bonds 
6.750% maturing June 30, 2002 $ 20,240,350 § : $ 20,240,350  § 20,240,350 
6.500% maturing June 30, 2003 21,000,000 : 21,000,000 21,000,000 
6.500% maturing June 30, 2004 20,691,993 . 20,691 ,993 20,691,993 
6.250% maturing June 30, 2004 3,000,000 . 3,000,000 3,000,000 
6.250% maturing June 30, 2005 23,705,952 - 23 952 23,705,952 
88,638,295 - 88 638,295 88,638,295 
Panama Canal Commission 
Compensation Fund 
Marketable 
U.S. Treasury Notes 
5.875% to 7.875% various maturities 13,747 186 13,933 15,208 
U.S. Treasury Bonds 
8.750% to 14.000% various maturities 63,493 11,156 74,649 78,826 
77,240 11,342 88,582 94,034 
Energy Employees Occupational Illness 
Compensation Fund 
Marketable 
U.S. Treasury Bill 
2.350% maturing October 25, 2001 302,235 (493) 301,742 301,742 
Longshore and Harbor Workers' Trust Fund 
Marketable 
U.S. Treasury Bills 
2.240% to 3.440% various maturities 59,082 (370) $8,712 $8,712 
District of Columbia Trust Fund 
Marketable 
U.S. Treasury Bills 
2.26€% to 3.440% various maturities 5,469 (36) 5,433 5,433 
Backwage Restitution Fund 
U.S. Treasury Bill 
3.590% maturing November 29, 2001 1,577 (17) 1,560 1,560 
$89.'3.895 § 10,426 $ 89,094,324 $ 89,099,776 
Entity investments $89,0:°5°% § 10,443 $ 89,060,967 $89,066,419 
Non-entity investments 33,374 (17) 33,357 33,357 
$ 89,083,898 $ 10,426 $ 89,094,324 $89,099,776 
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NOTE 4 - ACCOUNTS RECEIVABLE, NET OF ALLOWANCE 


Accounts receivable at September 30, 2002 consisted of the following: 


Gross Net 
Receivables _Allowance Receivables 


(Dollars in thousands) 
Entity intra-governmental assets 
Due for UCFE and UCX benefits $ 267,570 § - $ 267,570 
Due for workers' compensation benefits 3,488,153 - 3,488,153 
Other 11,858 - 11,858 
3,767,581 . 3,767,581 
Entity assets 
State unemployment taxes 739,465 (518,847) 220,618 
Due from reimbursable employers 409,369 (36,583) 372,786 
Benefit overpayments 1,882,039 (1,731,612) 150,427 
Other 12,758 (491) 12,267 
3,043,631 _ (2,287,533) 756,098 
Non-entity assets 
Fines and penalties 101,833 (41,030) 60,803 
Backwages 11,932 (3,825) 8,107 
113,765 _ (44,855) 68,910 
3,157,396 (2,332,388) 825,008 
$_ 6,924,977 332,388) $§ 4,592,589 
Changes in the allowance for doubtful accounts during 2002 consisted of the following: 
Balance at Balance at 
30, Revenue September 30, 
(Dollars in thousands) 2001 Write-offs Adjustment Bad Debt 2002 
Entity assets 
State unemployment taxes $ (511,105) § 282,070 § (289,812) § - $ (518,847) 
Due from reimbursable employers (36,643) 25,027 (24,967) 4 (36,583) 
Benefit overpayments (2,173,992) 750,883 - (308,503) (1,731,612) 
Other (913) 208 : 214 491 
(2,722,653) 1,058,188 (314,779) (308,289) (2,287,533) 
Non-entity assets 
Fines and penalties (52,949) 17,943 (6,024) : (41,030) 
Backwages (3,952) 127 : : (3,825) 
(56,901) 18,070 (6,024) : (44,855) 
$ (2,779,554) $ 1,076,258 $§ (320,803) $§ (308,289) § (2,332,388) 
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NOTE 4 - ACCOUNTS RECEIVABLE, NET OF ALLOWANCE 


Accounts receivable at September 30, 2001 consisted of the following: 


Gross Net 
(Dollars in thousands) Receivables Allowance Receivables 
Entity intra-governmental assets 
Due for UCFE and UCX benefits $ 194,564 §¢ - $ 194,564 
Due for workers’ compensation benefits 3,317,132 - 3,317,132 
Other 8,918 - 8.918 
3,520,614 = 3,520,614 
Entity assets 
State unemployment taxes 676,952 (511,105) 165,847 
Due from reimbursable employers 363,016 (36,643) 326,373 
Benefit overpayments 2,360,671 (2,173,992) 186,679 
Other 11,632 (913) 10,719 
3,412,271 (2,722,653) 689,618 
Non-entity assets 
Fines and penalties 115,816 (52,949) 62,867 
Backwages 11,158 (3,952) 7,206 
126,974 (56,901) 70,073 
3,539,245 (2,779,554) 759,691 
$ 7,059,859 $ (2,779,554) $_4,280,305 
Changes in the allowance for doubtful accounts during 2001 consisted of the following: 
Balance at Balance at 
September 36, Revenue September 30, 
(Dolly rs in thousands) 2000 Write-offs Adjustment Bad Debt 2001 
Entity assets 
State unemployment taxes $ (431,312) §$ 248,031 § (327,824) § - § (511,105) 
Due from reimbursable employers (46,943) 13,819 (3,519) - (36,643) 
Benefit overpayments (2,108,150) 139,645 - (205,487) (2,173,992) 
Other (502) 1,136 - (1,547) (913) 
(2,586,907) 402,631 (331,343) (207,034) (2,722,653) 
Non-entity assets 
Fines and penalties (53,229) 12,131 (11,851) - (52,949) 
Backwages (3,000) (952) - - (3,952) 
(56,229) 11,179 (11,851) - (56,901) 


$__(343,194) $ (207,034) § (2,779,554) 


$ (2,643,136) 7 413,810 
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NOTE 5 - ADVANCES 


Advances at September 30, 2002 and 2001 consisted of the following : 


(Dollars in thousands) 
Advances to states for Ul benefit payments 


Advances to grantees and contractors to finance future DOL program expenditures 


Other 


2002 2001 
$ 504,283 $§ 169,095 
8,911 10,172 
3,478 300 


$516,672 $ 179,567 


NOTE 6 - PROPERTY, PLANT AND EQUIPMENT, NET OF DEPRECIATION 


Property, plant and equipment at September 30, 2002 and 2001 consisted of the following : 


Restated 
2002 ——_2001__ 
Accumulated 
Cost or Depreciation/ Net Book Net Book 
(Dollars in thousands) Basis Amortization Value Value 
Structures, facilities and improvements 
Structures and facilities $ 722,239 §$ (316,130) $ 406,109 § 408,588 
Improvements to leased facilities 307,900 (192,939) 114,961 172,382 
1,030,139 (509,069) 521,070 $80,970 
Furniture and equipment 
Equipment held by contractors 170,150 (159,709) 10,441 9,887 
Furniture and equipment $7,939 (24,628) 33,311 32,697 
228,089 (184,337) 43,752 42,584 
ADP software 79,616 (33,376) 46,240 42,679 
Construction-in-progress 105,951 - 105,951 “2,620 
Land 62,808 - 62,808 58,206 
$ 1,506,603 $ (726,782) $ .. 821 §$ 777,661 
NOTE 7 - NON-ENTITY ASSETS 
Non-entity assets consisted of the following at September 30, 2002 and 2001: 
(Dollars in thousands) ___2002_ _2001 
Intra-governmental 
Funds with U.S. Treasury 4 80,917 $ 78,878 
Investments 29,465 33,357 
Interest receivable from investments 438 $15 
110,820 112,750 
Accounts receivable, net of allowance 68,910 70,073 
$ 179,730 $ 182,823 
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NOTE 8 - ADVANCES FROM U.S. TREASURY 


Advances from U.S. Treasury to the Black Lung Disability Trust Fund during 2002 consisted of the following: 


Balance at Balance at 
September 30, Net September 30, 
(Dollars in thousands) __2001___s-_-—_ Borrowing _ 2002 _ 
Intra-governmental 
Borrowing from the Treasury $ 7,253,557 § 465,000 §¢ 7,718,557 


$ 7,253,557 $465,000 $__7,718,557 


Advances from U.S. Treasury to the Black Lung Disability Trust Fund during 2001 consisted of the following: 


Balance at Balance at 
September 30, Net Septeinber 30, 
(Dollars in thousands) 2000 Borrowing _ 2001 
Intra-governmental 
Borrowing from the Treasury $ 6,748,557 § 505,000 § 7,253,557 
$ 6,748,557 $ 505,000 § 7,253,557 


Assuming the continuation of current operating conditions, repayment of these and necessary future advances will require a 
change in the statutory operating structure of the fund. (See Note 19.) 


NOTE 9 - ACCRUED BENEFITS 


Accrued benefits at September 30, 2002 and 2001 consisted of the following: 


(Dollars in thousands) 2002 2001 
State regular and extended unemployment benefits payable $ 1,340,034 § 1,275,564 
Federal extended unemployment benefits payable 37,669 20,729 
Federal temporary extended unemployment benefits 556,094 - 
Federal emergency unemployment benefits payable 11,614 11,058 
Federal employees’ unemployment benefits payable 25,514 19,014 
Federal employees’ unemployment benefits for existing 

claims due in the subsequent year 103,309 80,803 
Total unemployment benefits payable 2,074,234 1,407,168 
Black lung disability benefits payable 29,469 29,703 
Federal employees’ disability and 10(h) benefits payable 131,970 120,115 
Energy employees occupational illness compensation benefits payable 3,800 - 
Longshore and harbor workers disability benefits payable 2,052 1,739 
District of Columbia disability benefits payable . 154 121 


$ 2,241,679 $ 1,558,846 
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NOTE 10 - FUTURE WORKERS' COMPENSATION BENEFITS 


DOL’s liability for future workers’ compensation benefits at September 30, 2002 and 2001 consisted of the 


Projected liability of the Department of Labor for future FECA benefits 
FECA benefits not chargeable to other Federal agencies payable by 
DOL’s Federal Employees’ Compensation Act Special Benefit Fund 


FECA benefits due to eligible workers of NOL and Job Corp enrollees 
FECA benefits due to eligible workers of the Panama Canal Commission 
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following: 
(Dollars in thousands) —__2002_ 2001 
Projected gross liability of the Federal government 
for future FECA benefits $ 24,807,367 $ 24,994,378 
Less liabilities attributed to other agencies: 
U.S. Postal Service (7,653,191) (7,399,470) 
Department of Navy (2,872,301) (2,968,541) 
Department of Army (1,929,082) (1,955,183) 
Department of Veterans Affairs (1,762,577) (1,812,675) 
Department of Air Force (1,476,884) (1,529,893) 
Department of Transportation (1,151,854) (1,202,987) 
Tennessee Valley Authority (652,098) (657,530) 
Department of Treasury (1,076,954) (1,076,106) 
Department of Agriculture (861,620) (878,963) 
Department of Justice (1,204,284) (1,193,590) 
Department of Interior (658,501) (663,471) 
Department of Defense, Other (904,925) (954,116) 
Department of Health and Human Services (276,699) (293,355) 
Social Security Administration (280,549) (278,345) 
General Services Administratior (191,324) (198,853) 
Department of Commerce (190,687) (223,716) 
Department of Energy (92,442) (95,748) 
Department of State (56,259) (56,645) 
Department of Housing & Urban Development (80,994) (84,758) 
Department of Education (21,665) (22,723) 
National Aeronautics and Space Administration (67,280) (69,672) 
Environmental Protection Agency (39,457) (39,633) 
Federal Emergency Management Association (28,661) (25,241) 
Small Business Administration (31,487) (32,255) 
Office of Personnel Management (13,285) (13,752) 
National Science Foundatior (1,637) (1,806) 
Nuclear Regulatory Commis «ion (9,062) (10,849) 
Agency for International Development (28,251) (30,905) 
Other (596,424) (637,380) 


(24,210,434) — (24,408,161) 


$__ 596,933 §$ 586,217 


$ 254,210 §$ 261,755 
272,977 250,278 
69,746 74,184 

$ 596,933 §$ 586,217 
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NOTE 11 - OTHER LIABILITIES 


Other liabilities at September 30, 2002 and 2001 consisted of the following current liabilities: 


(Dollars in thousands) —_—2002_ 2001 
Intra-governmental 
Accrued payroll and benefits $ 13,901 § 3,970 
Unearned FECA assessments 27,110 6,794 
Non-entity receipts due to U.S. Treasury 60,801 62,866 
Amounts held for the Railroad Retirement Board 28,268 32,381 
Advances from other Federal agencies 1,655 1,412 
Total intra-governmental 131,735 107,423 
Accrued payroll and benefits 28,531 22,760 
Due to Backwage recipients 48,882 47,162 
Uneamed assessment revenue 38,253 37,272 
Deposit and clearing accounts 29,211 36,641 
Readjustment allowances and other Job Corps liabilities 58,642 69,194 
Other advances 7,642 - 
211,161 213,029 
$__ 342,896 $§ 320,452 


NOTE 12 - LIABILITIES NOT COVERED BY BUDGETARY RESOURCES 


Liabilities not covered by budgetary resources at September 3%, 2002 and 2001 consisted of the following: 


(Dollars in thousands) 2002 2001 
Intra-governmental 

Advances from U.S. Treasury $ 7,718,557 § 7,253,557 
Future workers’ compensation benefits 272,977 250,278 
Accrued annual leave 89,368 88,773 
Readjustment allowances and other Job Corps liabilities 58,642 69,194 
420,987 408,245 
$ 8,139,544 $§ 7,661,802 
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NOTE 13 - PENSION EXPENSE 


Pension expense in 2002 consisted of the following: 


(Dollars in thousands) 


Civil Service Retirement System 
Federal Employees’ Retirement System 
Thrift Savings Plan 


Pension expense in 2001 consisted of the following: 


(Dollars in thousands) 


Civil Service Retirement System 
Federal Employees’ Retirement Systeni 
Thrift Savings Plan 


NOTE 14 - PROGRAM COST 


Accumulated Total 
Employer Costs Imputed Pension 
Contributions by OPM Expense 
$ 40,886 § 42,444 §¢ 83,330 
58,935 - 58,935 
22,831 - 22,831 
$ 122,652 $ 42,444 § 165,096 
Accumulated Total 
Employer Costs Imputed Pension 
Contributions by OPM Expense 
§ 40,865 § 42,435 § 83,300 
51,618 (535) 51,083 
19,676 - 19,676 
$ 112,159 $ 41,900 $ 154,059 


Schedules A, B and C present detailed cost and revenue information by suborganization (responsibility segment) 
for programs in the Department, the Employment and Training Administration, and the Employment Standards 
Administration in support of the summary information presented in the Consolidated Statement of Net Cost for 


2002. 


Cost and revenue by suborganization for the nine outcome goals adepted in the Department’s Annual Performance 
Plan for FY 2002, submitted under the requirements of the Gov siment Performance and Review Act (GPRA), 


are presented in schedule D. 


Detailed cost and revenue information by budget function for 2002 is presented in Schedule E and intra- 
governmental cost and revenue information by budget function for 2002 is presented in Schedule F. 
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NOTE 14 - PROGRAM COST - Continued 


A. Consolidating Statement of Net Cost by Suborganization 


Net cost by suborganization for the year ended September 30, 2002 consisted of the following: 


(Dollars in thousands) 


CROSSCUTTING PROGRAMS 
Income maintenance 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Employment and training 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Nc. program cost 
Labor, employment, and pension 
standards 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Worker safety and health 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net prog. am cost 


OTHER PROGRAMS 
Statistics 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 


Net program cost 


Cost not assigned to prograras 
Less earned revenue net 
attributed ‘cs programs 


Net cost fi assigne:: 99 prograt:s 


Net cost of operations 


United States Department of Labor 


Employment Employment Occupational Bureau of 
and Training Standards Safety and Health Labor 
Administration Administration Administration Statistics 
$ 222,855 § 672,553 §$ : $ - 
$4,982,858 2,971,177 - - 
$5,205,713 3,643,730 - : 
(537,306) (2,302,943) - : 
54,668,407 1,340,787 : - 
119,667 . - - 
6,764,964 - ° ‘ 
16,337 : : P 
6,748,627 - : . 
. 105,054 : - 
- 334,963 : - 
~ 335,192 : y 
‘ . 99,748 . 
P . 384,271 . 
- - 484,019 - 
: : (493) Len 
- - 483.526 : 
" - - 178,419 
- - : 335,094 
" " - 513,513 
" . : (12,765) 
63 . " - 500,748 
$ 61,417,034 $§ 1,675,979 $ 483526 § 500,748 
184 


Annual Financial Statements 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


Mine Safety Pension and Veterans’ Other 
and Health j#§ Welfare Benefits Employment Departmental 
Administration Administration and Training Programs Eliminations Total 
$ - : $ ° $ 13,990 § (31,335) §$ 878,063 
- - : 25,331 4.101 57,983,467 
- - . 39,321 (27,234) 58,861,530 
: : : : 2 27,234 (2,813,013) 
- : : 39,323 : 56,048,517 
- - 10,603 289 (35,238) 95,321 
: - 190,265 16,012 35,091 6,886,665 
- - 200,862 16,301 (147) 6,981,986 
. : : : 147 (16,190) 
: : 200,868 16,301 : 6,965,796 
. 38,653 244 18,616 (38,954) 123,613 
: 106,634 4,292 120,050 38,864 499.749 
: 145,287 4,536 138,666 (90) 623.362 
- (7,710) : (1) 90 (7,392) 
- 137,577 4.536 138,665 : 615,970 
84,272 . 124 (41,609) 142,535 
197,721 : - 336 41,609 623,937 
281,993 - : 460 - 766,472 
(930) : : : cin (1,423) 
281,063 - : 460 - bem 765,049 
- : . - (15,010) 163,409 
" P ° - 8,281 343,375 
" ° . - (6,729) 506,784 
P ° . - 6,729 (6,036) 
‘ " " . - 500,748 
: - : 139,959 (9,917) 130,042 
- : - (44,987) 9,917 (35,070) 
bay - : - 94.972 : 94.972 
$ 28} 063 137,577 § 205,404 § 289,721 §$ - $ 64,991,052 


185 Annual Report Fiscal Year 2002 


Financial Performance Report 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 14 - PROGRAM COST - Continued 
B. Consolidating Statement of Net Cost - Employment and Training Administration 


Net cost of the Employment and Training Administration for the year ended September 30, 2002 consisted of the 


following: 
Training and 
Employment Employment 
(Dollars in thousands) Security Programs Eliminations Total 
CROSSCUTTING PROGRAMS 
Income maintenance 
Benefits $ 50,893,369 § 50 § -  § 50,893,419 
Grants 4,018,115 . . 4,018,115 
Interest §,333 : . 5,333 
Other 288,603 3,243 (3,000) 288,846 
Total cost 55,205,420 3,293 (3,000) 55,205,713 
Less earned revenue (540,306) . 3,000 (537,306) 
Net program cost 54,665,114 3,293 : 54,668,407 
Employment and training 
Benefits . 28,335 . 28,335 
Grants . 6,495,931 - 6,495,931 
Other . 240,698 . 240,698 
Total cost - 6,764,964 . 6,764,964 
Less earned revenue - (16,337) - (16,337) 
Net program cost . 6,748,627 . 6,748,627 
Net cost of operations $54,665,114 § 6,751,920 § - $6! 417,034 
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NOTE 14 - PROGRAM COST - Continued 


C. Consolidating Statement of Net Cost - Employment Standards Administration 


Net cost of the Employment Standards Administration for the year ended September 30, 2002 consisted of the 


following: 
Office of Office of Office of 
Workers’ Federal Wage Labor 
Compensation Contract andHour Management 
(Dollars in thousands) Programs Compliance _ Division Standards Eliminations Total 
CROSSCUTTING PROGRAMS 
Income maintenance 
Benefits § 2,795,402 § - § - § - § (1,884) § 2,793,518 
Interest 595,589 . . . . 595,589 
Other 254,623 - - . - 254,623 
Total cost 3,645,614 - . - (1,884) 3,643,730 
Less earned revenue (2,304,827) : - - 1,884 _ (2,302,943) 
Net program cost __|, 340,787 . - : : 1,340,787 
Labor, employment, and 
pension standards 
Benefits . 12,618 25,366 5,245 - 43,229 
Other - 83,975 175,584 32,175 : 291,734 
Total cost - 96,593 200,950 37,420 . 334,963 
Less earned revenue : : 229 : : 229 
Net program cost : 96,593 201,179 37,420 : 335,192 
Net cost of operations $ 1,340,787 $ 96,593 $ 201 | 79 §$ 37,420 $ - § 1,675,979 
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NOTE 14 - PROGRAM COST - Coatinued 


D. Consolidating Statement of Net Cost by Outcome Goal 


Net cost by outcome goal for the year ended September 30, 2002 consisted of the following: 


Employment Employment Occupational 
and Training Standards Safety and Health 


(Dollars in thousands) Administration Administration © Administration 


Increase employment, earnings, and assistance $ 3,395,382 ‘ . $ 
Less earned revenue : 
Net program cost 


Increase the number of youth making a successful 
transition to work 2,826,873 
Less earned revenue 
Net program cost 


Improve the effectiveness of information and 
analysis on the U.S. economy 
Less earned revenue 


Net program cost 


Increase compliance with worker protection laws - 232,676 
Less earned revenue . 


Net program cost : — 232,676 
Protect worker benefits 54,087,226 3,649,300 
Less earned revenue 
Net program cost 
Provide worker retraining 1,661,197 


Less earned revenue 
Net program cost 


Reduce workplace injuries, illnesses, and fatalities - - 484,019 
Less earned revenue - 
Net program cost 


Foster equal opportunity workplaces - 96,716 
Less earned revenue : : 
Net program cost : 96,716 


Reduce exploitation of child labor and address core 
international labor standards issues 
Less earned revenue 


Net program cost 


Cost not assigned to goals 
Less eared revenue not attributed to goals 
Net cost not assigned to goals 


Net cost of operations $61.41 1,034 $ 1,675,979 $ 483526 
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Mine Safety Pension and 
and Health Welfare Benefits 
Administration Administration 
\ . ‘ 
100,752 
ean 
95.278 
44,535 
—hi5 
281,993 
aumuuniee 
_.281,063 
Sas 063 Seb S77 


Veterans’ 
Employment 
and Training 


$ 195,546 
——— 123,546 


9,858 


Other 


Departmental 
—Programs_ 


$ 24,493 
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-Eliminations 
$ (1,459) 
—" 


(1) 
| 


(6,729) 
6,729 


(64) 
64 


(25,947) 
25,947 


(9,917) 
9.917 


Es 


$ 3,613,962 
2,829,086 


515,259 


355,256 


—iie 


57,806,233 


1,662,034 


782,481 


—ase 


116,674 
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NOTE 14 - PROGRAM COST - Continued 


E. Consolidating Statement of Net Cost by Budget Function 


Net cost by budget function for the year ended September 30, 2002 consisted of the following: 


(Dollars in thousands) 


CROSSCUTTING PROGRAMS 
Income maintenance 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Employment and training 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Labor, employment, and pension standards 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Worker safety and health 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 


OTHER PROGRAMS 
Statistics 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 


Net program cost 
Cost not assigned to programs 
Less earned revenue not attributed 


to programs 
Net cost not assigned to programs 


Net cost of operations 


United States Department of Labor 


Education, 
Training, and 


Employment_ = __Health 


$ 62,636 $ ° 


10,688 131,847 
32,347 591,590 
43,035 723,437 
: (1,423) 
43,035 722,014 


$ 8,160,197 S 722,014 


Security 


$ 804,154 
57,756,615 
58,560,769 
(2,810,294) 
55,750,475 


24,287 
100,602 
124,889 
(7,620) 
117,269 


$ 55,867,744 
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Defense 


National 


11,273 
27,719 


38,992 


38,992 


$ 


38,992 


Veterans’ 
Benefits and 


Services 


5,884 
191,777 
197,661 


197,661 


216 


4,228 
4,444 


4,444 


$ 202,105 


Total 


‘ 878,063 
57,983,467 
58,861,530 


(2,813,013) 


56,048,517 


95,321 
6,886,665 
6,981,986 

(16,190) 
6,965,796 


123,613 
499.748 
623,361 


(7,391) 


615,970 


142,535 
623,937 
766,472 
(1,423) 
765,049 


163,409 
343,375 
506,784 
(6,036) 
500,748 


130,042 


(35,070) 
94,972 


$ 64,991,052 
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NOTE 14 - PROGRAM COST - Continued 


F. Consolidating Statement of Net Cost by Budget Function (Intra-governmental) 


Net intra-governmental cost by budget function for the year ended September 30, 2002 consisted of the following: 


Education, Veterans’ 
Training, and Income National Benefits and 
(Dollars in thousands) Employment ___Health_  _ Security _ Defense _ Services. _ Total __ 
CROSSCUTTING PROGRAMS 
Income maintenance 
Intra-governmental $ 62,636 § - $ 804,154 § 11,273 § - § 878,063 
Less earned revenue (2,721) : (2,810,294) : - _(2,813,015) 
Net program cost 59,915 - _(2,006,140) 11,273 : (1,934,952) 
Employment and training 
Intra-governmental 89,437 - - - 5,884 95,321 
Less earned revenue (15,611) - : : : (15,611) 
Net program cost 73,826 - : - 5,884 79,710 
Labor, employment and 
pension standards 
Intra-governmental 99,110 - 24,287 - 216 123,613 
Less earned revenue 229 - (7,385) - : (7,156) 
Net program cost 99,339 - 16,902 : 216 116,457 
Worker safety and health 
Intra-governmental 10,688 131,847 : - - 142,535 
Less earned revenue - (975) : : - (975) 
Net program cost 10,688 130,872 - - - 141,560 
OTHER PROGRAMS 
Statistics 
Intra-governmental 163,409 - - - : 163,409 
Less earned revenue (5,322) - : - : (5,322) 
Net program cost 158,087 : - : : 158,087 
Cost not assigned to programs 
Intra-governmental 67,087 - : . - 67,087 
Less earned revenue not 
attributed to programs (30,457) : : : - (30,457) 
Net cost not assigned to 
programs 36,630 - - - - 36,630 
Net cost of operations $_ 438.485 $ 130,872 $ (1,989,238) $ 11,273 § 6,100 $ (1,402,508) 


United States Department of Labor 192 


Annual Financial Statements 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 14- PROGRAM COST - Continued 


Schedules G, H and I present detailed cost and revenue information by suborganization (responsibility segment) 
for programs in the Department, the Employment and Training Administration, and the Employment Standards 
Administration in support of the summary information presented in the Consolidated Statement of Net Cost for 
2001. 


Detailed cost and revenue information by budget function for 2001 is presented in Schedule J and intra- 
governmental cost and revenue information by budget function for 2001 is presented in Schedule K. 
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NOTE 14 - PROGRAM COST - Continued 


G. Consolidating Statement of Net Cost by Suborganization - Restated 


Net cost by suborganization for the year ended September 30, 2001 consisted of the following: 


Employment Employment Occupational Bureau of 
and Training Standards Safety and Health Labor 
(Dollars in thousands) Administration Administration Administration Statistics 
CROSSCUTTING PROGRAMS 
Income maintenance 
Intra-governmental $ 194,248 § 624,166 § - $ - 
With the public 32,123,099 4,462,113 - - 
Total cost 32,317,347 5,086,279 - - 
Less earned revenue (406,729) (2,190,211) - - 
Net program cost 31,910,618 2,896,068 - 
Employment and training 
Intra-governmental 66,799 - - - 
With the public 5,608,738 : - : 
Total cost 5,675,537 - - - 
Less earned revenue (9,437) - - : 
Net program cost 5,666,100 - - - 
Labor, employment, and pension 
standards 
Intra-governmental - 96,267 - - 
With the public : 229,301 - : 
Total cost - 325,568 - - 
Less earned revenue : (2,594) - - 
Net program cost : 322,974 : - 
Worker safety and health 
Intra-governmental - - 88,293 : 
With the public - - 352,568 - 
Total cost : : 440,861 : 
Less earned revenue : : (2,127) - 
Net program cost : : 438,734 - 
OTHER PROGRAMS 
Statistics 
Intra-governmental : . - 163,486 
With the public : - : 307,173 
Total cost - - - 470,659 
Less earned revenue - : : (11,350) 
Net program cost - : - 459,309 
Cost not assigned to programs - - - - 
Less earned revenue not 
attributed to programs - - - - 
Net cost not assigned to programs - - - - 
Net cost of operations $ 37,576,718 $ 3,219,042 § 438,734 §$ 459,309 
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Mine Safety Pension and Veterans’ Other 
and Health Welfare Benefits | Employment Departmental 
Administration Administration and Training Programs Eliminations Total 
$ - $ : $ : $ 15,352 §$ (25,015) § 808,751 
- - - 26,361 (1,583) 36,609,990 
- - - 41,713 (26,598) 37,418,741 
- - - - 26,598 (2,570,342) 
: - : 41,713 - 34,848,399 
- - 9,750 416 (34,604) 42,361 
: 178,818 1211 34,604 5,823,371 
: . 188,568 1,627 - 5,865,732 
. : . . : (9,437) 
- : 188,568 1,627 : 5,856,295 
- 34,011 218 15,349 (34,581) 111,264 
- 86,986 4.020 62,821 34,581 417,709 
: 120,997 4,238 78,170 - 528,973 
: (9,915) : - : (12,509) 
: 111,082 4.238 78,170 - 516,464 
82,043 - : 93 (38,363) 132,066 
195,802 - - 271 38,363 587,004 
277,845 - - 364 : 719,070 
(897) i - : : (3,024) 
276,948 - 364 - 716,046 
: - - - (14,189) 149,297 
: : - : 7,668 314,841 
" ° . - (6,521) 464,138 
- - - - 6,521 (4,829) 
: : : : - 459.309 
: : - 95,486 (7,083) 88,403 
- : - (32,695) 7,083 (25,612) 
" . “ 62,791 - 62,791 
$ 276,948 $§ 111,082 § 192,806 §$ 184665 § : $ 42,459,304 
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NOTE 14 - PROGRAM COST - Continued 


H. Consolidating Statement of Net Cost - Employment and Training Administration 


Net cost of the Employment and Training Administration for the year ended September 30, 2001 consisted of the 


following: 
Training and 
Employment Employment 
(Dollars in thousands) Security Programs Eliminations Total 
CROSSCUTTING PROGRAMS 
Income maintenance 
Benefits $ 28,548,424 §¢ 49 ¢ - 28,548,473 
Grants 3,637,669 . . 3,637,669 
Interest 4,029 - - 4,029 
Other 126,938 238 - 127,176 
Total cost 32,317,060 287 - 32,317,347 
Less earned revenue (406,729) - - (406,729) 
Net program cost 31,910,331 287 : 31,910,618 
Employment and training 
Benefits 2,539 31,582 - 34,121 
Grants 47,957 5,378,218 - 5,426,175 
Other 22,020 193,221 : 215,241 
Total cost 72,516 5,603,021 - 5,675,537 
Less earned revenue - (9,437) - (9,437) 
Net program cost 72,516 5,593,584 - 5,666,100 
Net cost of operations $ 31,982,847 ¢ 5,593,871 § - $ 37,576,718 
| | 
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NOTE 14 - PROGRAM COST - Continued 


I. Consolidating Statement of Net Cost - Employment Standards Administration 


Net cost of the Employment Standards Administration for the year ended September 30, 2001 consisted of the 
following: 


Office of Office of Office of 
Workers’ Federal Wage Labor 
Compensation Contract andHour Management 
(Dollars in thousands) Programs Compliance _ Division Standards Eliminations Total 
CROSSCUTTING PROGRAMS 
Income maintenance 
Benefits $ 4,351,196 §¢ - § - § - $ (1,623) $ 4,349,573 
Interest 567,814 - : - - 567,814 
Other 168,892 - : - - 168,892 
Total cost 5,087,902 . - - (1,623) 5,086,279 
Less earned revenue (2,191,824) . - : 1,623 (2,190,211) 
Net program cost 2,896,068 - - - - 2,896,068 
Labor, employment, and 
pension standards 
Benefits - 11,768 23,009 4,813 . 39,590 
Other - 82,734 173,104 30,140 - 285,978 
Total cost . 94,502 196,113 34,953 . 325,568 
Less earned revenue - - (2,594) : - (2,594) 
Net program cost - 94,502 193,519 34,953 : 322,974 
Net cost of operations $ 2,896,068 §$ 94,502 § 193,519 § 34,953 §$ - § 3,219,042 
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NOTE 14 - PROGRAM COST - Continued 


J. Consolidating Statement of Net Cost by Budget Function - Restated 


Net cost by budget function for the year ended September 30, 2001 consisted of the following: 


(Dollars in thousands) 


CROSSCUTTING PROGRAMS 
Income maintenance 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Employment and training 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Labor, employment, and pension standards 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 
Worker safety and health 
Intra-governmental 
With the public 
Total cost 
Less earned revenue 
Net program cost 


OTHER PROGRAMS 
Statistics 
Intra-governmental 
With the public 
Total cost 
Less 2arned revenue 


Net program cost 


Cost not assigned to programs 
Less earned revenue not attributed 
to programs 
Net cost not assigned to programs 


Net cost of operations 


United States Department of Labor 


Education, 
Training, and 


Employment 


$ 54,503 
178,063 
232,566 
(2,628) 
229,938 


37,279 
5,598,079 
5,635,358 

(9,437) 
5,625,921 


89,708 
332,284 
421,992 

(2,594) 
419,398 


9,776 
31,355 
41,131 


41,131 


149,297 
314,841 
464,138 
(4,829) 
459,309 


88,403 


(25,612) 
62,791 


$ 6,838,488 


Health 


122,290 
555,649 


677,939 
(3,024) 


674.915 


$ 


674,915 


Income 
Security 


$ 753,328 


34,822,299 


35,575,627 
(2,567,714) 


33,007,913 


47,925 


47,925 


47,925 


21,367 
81,510 


102,877 
(9,915) 


92,962 


$ 33,148,800 
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Veterans’ 
National Benefits and 
Defense Services Total 


$ 


920 
1,609,628 


1,610,548 


1,610,548 


$ 


1,610,548 


5,082 
177,367 


182,449 


182,449 


189 
3,915 


4,104 


4104 


$ 808,751 


36,609,990 


37,418,741 
(2,570,342) 


34,848,399 


42,361 
5,823,371 


5,865,732 
(9,437) 


5,856,295 


111,264 
417,709 


528,973 
(12,509) 


516,464 


132,066 
587,004 


719,070 
(3,024) 


716,046 


149,297 
314,841 


464,138 
(4,829) 


459,309 


88,403 


(25,612) 


$ 


186,553 


62,791 


$ 42,459,304 
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NOTE 14 - PROGRAM COST - Continued 


K. Consolidating Statement of Net Cost by Budget Function (Intra-governmental) 


Net intra-governmental cost by budget function for the year ended September 30, 2001 consisted of the following: 


United States Department of Labor 


Training, and National Benefits and 


Education, Veterans’ 
an oe oe oe 


$ 54,503 § - $ 753,328 § 920 § 
——s Li a f1s814,386)___ 920 


37,279 . . . 5,082 


89,708 . 21,367 . 189 


(30) : 19,443) 
89,678 - 11,924 - ‘189 


9,776 122,290 
: 1,013) 
9,776 121,277 


Annual Financial Statements 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the Years Ended September 30, 2002 and 2001 


NOTE 15 - NON-EXCHANGE REVENUE 


Non-exchange revenues reported on the Consolidated Statement of Changes in Net Position in 2002 and 2001 
consisted of the following: 


(Dollars in thousands) 2002 __ 2001 
Employer taxes 
Unemployment Trust Fund 
Federal unemployment taxes $ 6,613,294 § 6,937,235 
State unemployment taxes 19,642,722 19,775,275 
26,256,016 26,712,510 
Black Lung Disability Trust Fund excise taxes 566,645 522,197 


26,822,661 27,234,707 


Interest 

Unemployment Trust Fund 5,083,191 5,764,079 
Longshore and Harbor Workers’ Trust Fund 854 1,891 
District of Columbia Trust Fund 85 157 
Panama Canal Commission Compensation Fund 6,380 6,099 
Energy Employees Occupational Illness Compensation Fund 1,468 1,744 
Black Lung Disability Trust Fund 2,343 1,296 
5,094,321 5,775,266 

Assessments 
Longshore and Harbor Workers’ Trust Fund 134,081 133,948 
District of Columbia Trust Fund 11,559 12,170 
Other (27) 595 
145,613 146,713 


Reimbursement of unemployment benefits from state and 
local governments and non-profit organizations 
to the Unemployment Trust Fund L37L,411 1,072,686 


$_33,434,006 34 72 


NOTE 16 - TRANSFERS WITHOUT REIMBURSEMENT 


Transfers from (to) other Federal agencies in 2002 and 2001 consisted of the following: 


Restated 
(Dollars in thousands) —_2002_ 2001 
Budgetary financing sources 
From DOL general fund unexpended appropriation 
accounts to the DOL Working Capital Fund $ 3,000 § 3,000 
Other financing sources 
From General Services Administration 3,009 2,802 
To General Services Administration (662) (4,306) 
2,347 (1,504) 
$ 5,347 §$ 1,496 
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NOTE 17 - STATUS OF BUDGETARY RESOURCES 


A. Apportionment Categories of Obligations Incurred 


Obligations incurred reported on the Combined Statement of Budgetary Resources in 2002 and 2001 consisted of 


the following: 
(Dollars in thousands) __2002 2001 
Direct Obligations 
Category A $ 3,748,936 § 3,468,986 
Category B 9,843,443 8,861,729 
Exempt from apportionment 56,907,290 33,360,507 
Total direct obligations 70,499,669 45,691,222 
Reimbursable Obligations 
Category A 174,901 177,453 
Category B 2,388,904 2,393,485 
Total reimbursable obligations 2,563,805 2,570,938 


$ 73,063,474 $§ 48,262,160 


B. Permanent Indefinite Appropriations 


The Department of Labor’s permanent indefinite appropriations include all trust funds, the Federal Employees’ 
Compensation Act Special Benefit Fund, the Panama Canal Commission Compensation Fund, the Energy 
Employees Occupational Illness Compensation Fund, ETA and ESA H-1b funds, and portions of State 
Unemployment Insurance and Employment Service Operations and Federal Unemployment Benefits and 
Allowances. These funds are described in Note 1-A.3. 


C. Legal Arrangements Affecting Use of Unobligated Balances 


Unemployment Trust Fund receipts are reported as budget authority in the Consolidated Statement of Budgetary 
Resources. The portion of UTF receipts collected in excess of amounts needed to pay benefits and other valid 
obligations are precluded by law from being available for obligation at year end. Therefore, these excess receipts 
are not classified as budgetary resources in the Consolidated Statement of Budgetary Resources and are not included 
in unobligated balances in the status of budgetary resources included in that Statement. All excess receipts are 
reported as assets of the UTF and are included in the Consolidated Balance Sheet. They will become available for 
obligation as needed in the future. 


D. Explanation of Differences Between the Statement of Budgetary Resources and the 
Budget of the United States Government 


The Budget of the United States Government with actual amounts for the year ended September 30, 2002 has not 
been published as of the issue date of these financial statements. This document will be available in February, 
2003. 
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NOTE 18 - CUSTODIAL REVENUES 


Custodial revenues in 2002 consisted of the following: 


Increase 
Net (Decrease) in 
Cash Less Cash Amounts to Total 

(Dollars in thousands) Collections _ Refunds Collections be Collected _ Revenues _ 
Civil monetary penalties 

OSHA $ 59,535 § - $ 59,535 § 1,585 § 61,120 

MSHA 17,888 - 17,888 552 18,440 

PWBA 11,429 - 11,429 584 12,013 

ESA 15,456 _(12) 15,444 865 16,309 

104,308 (12) 104,296 3,586 107,882 

ETA disallowed grant costs 9,190 (12) 9,178 (5,652) 3,526 

Other 580 (2) 578 : 578 


$ 114,078 $ (26) § 114,052 $ (2,066) $§ 111,986 


Custodial revenues in 2001 consisted of the following: 


Increase 
Net (Decrease) in 
Cash Less Cash Amounts to Total 
(Dollars in thousands) Collections — Refunds Collections be Collected Revenues 
Civil monetary penalties 
OSHA $ 57,974 § 186 § 58,160 § 1,768 § 59,928 
MSHA 18,576 - 18,576 1,598 20,174 
PWBA 14,667 - 14,667 (1,220) 13,447 
ESA 12,714 - 12,714 694 13,408 
103,931 186 104,117 2,840 106,957 
ETA disallowed grant costs 10,260 (16) 10,244 (8,253) 1,991 
Other 1,330 : 1,330 : 1,330 


$__ 115,521 § 170 § 115,691 § (5,413) § 110,278 
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NOTE 19 - DEDICATED COLLECTIONS 


DOL is responsible for the operation of four major trust funds. The financial position of each trust fund as of 


September 30, 2002 is shown below. 


(Dollars in thousands) 


Assets 
Intra-governmental 
Funds with U.S. Treasury 
Investments 
Accounts receivable, net 
Due from other Federal agencies 
for UCX and UCFE benefits 
Interest receivable from investments 
Total intra-governmental 
Accounts receivable, net 


State unemployment tax 
Due from reimbursable employers 


Benefit overpayments 
Other 
Advances to states 


Total assets 


Liabilities 
Intra-governmental 
Accounts payable to ETA - SUIESO 
Advances from U.S. Treasury 
Amounts held for the Railroad 
Retirement Board 
Total intra-governmental 


Accrued benefits 


Other 
Total liabilities 


Net position 
Cumulative results of operations 


Total liabilities and net position 


United States Department of Labor 


Longshore 
Black Lung andHarbor District of 
Unemployment _ Disability § _ Workers’ Columbia 
$ (23,255) § 38,828 § 629 34 
68,264,647 . 63,052 6,077 
267,737 - - - 
69,580,428 38,828 63,681 6,111 

220,618 - - - 

372,786 - - - 

105,384 24,728 - ° 

. 2,821 4,025 204 

504,283 - - - 

$_70,783,499 § 66,377 $ 67,706 §$ _ 6,315 
$ 1,284,215 § - § - ° 
- 7,718,557 - 

28,268 - - - 
1,312,483 7,718,557 : : 
2,074,234 29,469 2,052 154 

: - 35,035 3,219 

3,386,717 7,748,026 37,087 3,373 

67,396,782 (7,681,649) 30,619 2,942 

$_ 70,783,499 § 66,377 $ 67,706 §$ 6,315 
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NOTE 19 - DEDICATED COLLECTIONS - Continued 


The net results of operations of each trust fund for the year ended September 30, 2002 is shown below. 


(Dollars in thousands) 


Cost, net of earned revenues 
Benefits 
Interest 
Administrative 


Earned revenue 


Net financing sources 
Taxes 
Interest 
Assessments 
Transfers-in 
Treasury 
DOL entities 
Transfers-out 
DOL entities 


Net results of operations 
Net position, beginning of period 
Net position, end of period 


Longshore 
BlackLung andHarbor District of 


Unemployment Disability Workers’ Columbia 


$ (50,887,009) $ (367,911) $ (129,139) § (10,962) 
(5,333) (595,589) : . 
7 
(51,119,705) 


(963,533) (129,139) (10,962) 


$20,264 . . 
—— (50,599,441) __(963,533) ___ (129,139) ___(10,962) 


26,256,016 566,645 - - 
5,083,191 2,343 854 85 
1,371,411 - 134,081 11,559 

270,090 . - - 
102,079 - - - 


——(4,092,672) ___(54,239) ___(1,970) : 
15 __314,749 ___132,965 ___11,644 
(21,609,326) (448,784) 3,826 682 
89,006,108 ___(7,232,865) 26,793 2,260 


$__ 67,396,782 $ (7,681,649) $ 30,619 §$ 2,942 


The financial position of each trust fund as of September 30, 2001 is shown below and on the following page. 


Assets 
Intra-governmental 
Funds with U.S. Treasury 
Investments 
Accounts receivable, net 
Due from other Federal agencies 
for UCX and UCFE benefits 
Interest receivable from investments 
Total intra-governmental 
Accounts receivable, net 
State unemployment tax 
Due from reimbursable employers 
Benefit overpayments 
Other 
Advances to states 


Total assets 


Longshore 
Black Lung andHarbor District of 


Unemployment __Disability _ Workers’ _ Columbia _ 


$ 387,435 § 38,066 § 274 § 32 

88,638,295 : 58,712 5,433 
194,989 - : . 
1,436,331 - - - 

90,657,050 38,066 58,986 5,465 
165,847 - : ° 
326,373 - - - 
154,490 11,229 - - 

- 1,100 3,538 197 
169,095 - : - 

$ 91,472,855 § 50,395 §$ 62,524 $ 5,662 
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NOTE 19 - DEDICATED COLLECTIONS - Continued 


Longshore 
BlackLung andHarbor District of 


(Dollars in thousands) Unemployment Disability Workers’ Columbia 
Liabilities 
Intra-governmental 
Accounts payable to ETA - SUIESO $ 1,027,198 § - § - § 
Advances from U.S. Treasury - 7,253,557 
Amounts held for the Railroad 
Retirement Board 32,381 - - 
Total intra-governmental 1,059,579 7,253,557 : 
Accrued benefits 1,407,168 29,703 1,739 121 
Other : - 33,992 3,281 
Total liabilities 2,466,747 7,283,260 35,731 3,402 
Net position 
Cumulative results of operations 89,006,108 (7,232,865) 26,793 2,260 
Total liabilities and net position $ 91,472,855 $ 50,395 4 62,524 § 5,662 


The net results of operations of each trust fund for the year ended September 30, 2001 is shown below. 


Longshore 
BlackLung andHarbor District of 


(Dollars in thousands) Unemployment _ Disability _ Workers’ _ Columbia __ 
Cost, net of earned revenues 
Benefits $ (28,544,470) $ (391,087) § (130,727) §$ (11,229) 
Interest (4,029) (567,814) - - 
Administrative (88,579) (51) - : 
(28,637,078) (958,952) (130,727) (11,229) 
Earned revenue 390,155 - : - 
(28,246,923) (958,952) (130,727) (11,229) 
Net financing sources 
Taxes 26,712,510 §22,197 - - 
Interest 5,764,079 1,296 1,891 157 
Assessments 1,072,686 - 133,948 12,170 
Transfers-in 
DOL entities 7,300 : - 
Transfers-out 
DOL entities (3,539,681) (51,897) (1,981) : 
30,016,894 471,596 133,858 12,327 
Net results of operations 1,769,971 (487,356) 3,131 1,098 
Net position, beginning of period 87 137 (6,745,509) 23,662 1,162 
Net position, end of period $ 89,006,108 $ (7,232,865) $ 26,793 §$ 2,260 
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STEWARDSHIP INVESTMENTS IN HUMAN CAPITAL 


Stewardship investments are made by the DOL for the nation’s benefit. For accounting purposes, these investments 
are expensed as incurred, and reflected in the net cost of the DOL’s operations. Stewardship investments provide 
long term benefits which cannot be measured in traditional financial reports. 


The DOL’s stewardship investments are in human capital, reported as expenses in the net cost of the DOL’s 
employment and training programs. These investments are intended to maintain or increase national economic 
productive capacity, as demonstrated by program outputs and outcomes. Within the DOL, the Employment and 
Training Administration and the Veterans’ Employment and Training Service administer programs which invest 
in human capital, as discussed below. 


Employment and Training Administration 


The U.S. Department of Labor, Employment and Training Administration’s (ETA) Federal investment in human 
capital comprises expenses incurred for training and employment services enacted under the Workforce Investment 
Act of 1998 (WIA), the Job Training Partnership Act, as amended (JTPA), the Trade Act of 1974, as amended 
(Trade Act), the School-To-Work Opportunities Act of 1994, as amended (STW), and the Balanced Budget Act 
of 1997, as amended. This investment is made for the general public and the expenses incurred are intended to 
increase or maintain national economic productive capacity. The ETA’s investment in human capital for fiscal 
years 1998 to 2002, excluding the cost of internal Federal education and training is presented below. 


Investment in Human Capital 
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A brief description of the programs under each Acct is as follows: 


Workforce Investment Act (Successor legislation to the JTPA) 


Youth Activities - Grants to provide financial assistance to States and U.S. territories to design and 
operate workforce investment activities for eligible youth. 


Adult and Dislocated Worker Employment and Training Actvities - Grants to provide financial 
assistance to States and U.S. territories to design and operate training programs for low income adults and 
re-employment services and retraining assistance to individuals dislocated from their employment. 


Job Corps - Nationwide program carried out in partnership with States and communities to assist eligible 
youth to become more responsible, employable, and productive citizens. 


National Programs - Grants to provide financial assistance in support of employment and training 
activities and opportunities for Native Americans, Migrant and Seasonal Farmworkers, Veterans and 
Disadvantaged Youth. 


Job Training Partnership Act (Antecedent legislation to the WIA) 
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Adult Employment and Training - Grants to provide financial assistance to States and U.S. territories 
to design and operate training programs for low income adults. 


Dislocated Worker Employment and Training - Grants to provide re-employment services and 
retraining assistance to individuals dislocated from their employment. 


Youth Training - Grants ‘o provide financial assistance to States and U.S. territories to design and operate 
training programs for economically disadvantaged youth. 


Summer Youth Employment and Training - Grants to operate programs of employment and 
opportunities, as well as academic enrichment for economically disadvantaged youth during the summer 
months. 


Native Americans - Grants to Indian tribes and other Native American groups to provide training, work 
experience, and other employment-related services to Native Americans. 


Migrant and seasonal farm workers - Grants to public agencies and nonprofit groups to provide training 
and other employability development services to economically disadvantaged families whose principal 
livelihood is gained in migratory and other forms of seasonal farm work. 


Veterans Employment - Grants or contracts to provide disabled, Vietnam era, and recently separated 
veterans with programs to meet their unique employment and training needs. 


National Activities - Provides program support for JTPA activities and nationally administered programs 
for segments of the population that have special disadvantages in the labor market. 
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Trade Act of 1974 

° Trade Adjustment Assistance - Adjustment assistance, including cash weekly benefits, training, job 
search, and relocation allowances provided to workers as authorized by the Trade Act of 1974, as 
amended. 

° North American Free Trade Agreement (NAFTA‘ - Transition adjustment assistance, including weekly 


cash benefits, training, job search, and relocation allowances provided to workers determined to be 
adversely affected as a result of the NAFTA as authorized by the Trade Act of 1974, as amended. 


School-To-Work Opportunities Act 


° School-To-Work Opportunities - Grants to States and localities, jointly administered by the DOL and 
U.S. Department of Education to build systems that provide youth with the knowledge and skills necessary 
to make an effective transition from school to careers through work-based learning, school-based 
education, and connecting activities. 


Balanced Budget Act of 1997 


° Welfare-To-Work Opportunities - Grants to States and localities, jointly administered by the DOL and 
U.S. Department of Health and Human Services to build programs to provide recipients receiving 
assistance under State funded programs with the knowledge and skills necessary to make an effective 
transition to unsubsidized employment opportunities. 
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Veterans’ Employment and Training Service 


The mission of Veterans’ Employment and Training Service (VETS) is to provide veterans with the resources and 
services to succeed in the 21" Century workforce, by maximizing their employment opportunities, protecting their 
employment rights, and meeting labor market demands with qualified veterans. The Agency’s vision is embodied 
in this statement: Veterans succeeding in the 21" Century Workforce. 


VETS can be classified into two main areas, Career Counseling and Employment Services, and Transition and 
Reemployment Services. Brief descriptions follow: 


Career Counseling and Employment Services 


Disabled Veterans Outreach Program Specialist (DVOP) - This program is codified at 38 U.S.C. 4103A. 
DVOP grants are made to State Workforce Agencies (SWAs) according to a distribution formula prescribed by 
law. DVOP staff provide counseling, assessment, lifelong learning skills and/or referral to training for veterans, 
particularly those with disabilities or recently separated from the military. 


Local Veterans’ Employment Representative (LVER) - This program is codified at 38 U.S.C. 4104. The 
program provides grants to SWAs for the appointment of LVER staff positions identified in Job Service local 
offices and One-Stop Career Centers to enhance the services provided to veterans through oversight, technical 
support, and direct provision of services. LVER staff hcip veterans into productive employment through lifelong 
learning services. 


Homeless Veterans’ Reintegration Project (HVRP) - The HVRP, codified at 38 U.S.C. 2021, provides 
employment assistance to homeless veterans through grants to both urban and other areas. 


Veterans’ Workforce Investment Program (VWIP) - The VWIP, codified at 29 U.S.C. 2913, provides targeted 
veterans training and/or employment opportunities. The program targets service connected disabled veterans, 
recently separated, campaign badge veterans and veterans with significant employment barriers. 


Transition and Reemployment Services 


Transition Assistance Program (TAP) - Authority for TAP is provided in 10 U.S.C. 1144. TAP operates as 
a partnership between the Departments of Labor, Defense, and Veterans Affairs. This partnership also exists at 
the local level, where memoranda of understanding spell out the responsibilities of SESAs, military installations, 
VETS staff and VA facilities. The program provides separating service members and their spouses or individuals 
retiring from military service with career counseling and training on becoming productive members of society 
through employment. 


Uniformed Services Employment and Reemployment Rights and Veteran’s Preference Rights (USERRA) 
- is codified at 38 U.S.C. Chapter 43. The Uniformed Services Employment and Reemployment Rights Act of 
1994 (USERRA) succeeded Veterans’ Reemployment Rights statutes. USERRA continues to protect civilian job 
rights and benefits for veterans, members of the National Guard and Reserves. Veteran’s Preference for Federal 
employment is codified in 5 U.S.C. 2108. VETS educates both employee and employer so they better understand 
the rights of the individuals and promotes a more productive relationship between employer and employee. 
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The full cost of VETS major programs is presented below. Full costs include all direct program costs and those 


indirect costs which can reasonably be assigned or allocated to the prograni. 


(Dollars in thousands) 2002 2001 2000 
Program Expenses 
Career Counseling and Employment Services 
Disabled Veterans Outreach Program 82,582 § 84,681 § 81,956 
Local Veterans’ Employment Representative 77,977 80,155 78,753 
Transition and Reemployment Services 25,635 27,970 25,500 
186,194 192,806 § 186,209 
A summary of program outputs is presented below. 
Program Outputs 2002 2001 2000 
Disabled Veterans Outreach Program 
Participants employed 120,400 131,000 146,000 
Disabled veterans 15,057 16,000 17,500 
Special disabled veterans 7,107 8,000 8,600 
Participants assisted 584,719 581,000 568,000 
Local Veterans’ Employment Representative 
Participants employed 128,450 138,700 156,700 
Disabled veterans 13,533 14,000 14,800 
Special disabled veterans 6,233 6,500 6,900 
Participants assisted 639,694 733,600 632,600 
Transition and Reemployment Services 
Participants served 104,000 112,000 121,384 
Workshops 3,151 3,181 3,121 
Uniformed Services Employment and Reemployment 
Briefings, presentations and technical assistance 5,436 3,200 4,981 
Individuals briefed or assisted 54,050 - - 
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SOCIAL INSURANCE PROGRAMS 


The Federal Accounting Standards Advisory Board (FASAB) has classified certain government income transfer 
programs as social insurance programs. Recognizing that these programs have complex characteristics that do not 
fit traditional accounting models, the FASAB has developed accounting standards for social insurance programs 
which require the presentation of supplementary information to facilitate the assessment of the program's long term 
sustainability. 


The U.S. Department of Labor operates two programs classified under Federal accounting standards as social 
insurance programs, the Unemployment Insurance Program and the Black Lung Disability Benefits Program. 
Presented below is the supplementary information for the two programs. 


UNEMPLOYMENT INSURANCE PROGRAM 


The Unemployment Insurance (UI) Program was created in 1935 to provide income assistance to unemployed 
workers who lose their jobs through no fault of their own. The program protects workers during temporary periods 
of unemployment through the provision of unemployment compensation benefits. These benefits replace part of 
the unemployed worker's lost wages and, in so doing, stabilize the economy during recessionary periods by 
increasing the unemployed's purchasing power. The UI program operates counter cyclically, with benefits 
exceeding tax collections during recessionary periods and UI tax revenues exceeding benefit payments during 
periods of recovery. 


The UI program is administered through a unique system of Federal-State partnerships, established in Federal law 
but executed through conforming State laws by State officials. The Federal government provides broad policy 
guidance and program direction through the oversight of the U.S. Department of Labor, while program details are 
established through individual State UI statutes, administered through State UI agencies. 


Federal and State unemployment taxes 


The UI program is financed through the collection of Federal and State unemployment taxes levied on subject 
employers and deposited in the Unemployment Trust Fund (UTF). The UTF was established to account for the 
receipt, investment and disbursement of unemployment taxes. Federal unemployment taxes are used to pay for the 
administrative costs of the Ul program, including grants to each State to cover the costs of State UI operations and 
the Federal share of extended UI benefits. Federal unemployment taxes are also used to maintain a loan account 
within the UTF, from which insolvent States may borrow funds to pay UI benefits. State UI taxes are used 
exclusively for the payment of regular UI benefits, as well as the State’s share of extended benefits. 


Federal unemployment taxes 


Under the provisions of the Federal Unemployment Tax Act (FUTA), a Federal tax is levied on covered 
employers, at a current rate of 6.2% ~f the first $7,000 in annual wages paid to each employee. This 
Federal tax rate is reduced by a credit of up to 5.4%, granted to employers paying State UI taxes under 
conforming State UI statutes. Accordingly, in conforming States, employers pay an effective Federal tax 
of 0.8%. Federal unemployment taxes are collected by the Internal Revenue Service. 
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State unemployment taxes 


In addition to the Federal tax, individual States finance their UI programs through State tax contributions 
from subject employers based on the wages of covered employees. (Three States also collect contributions 
from employees). Within Federal confines, State tax rates are assigned in accordance with an employer's 
experience with unemployment. Actual tax rates vary greatly among the States and among individual 
employers within a State. At a minimum, these rates must be applied to the Federal tax base of $7,000; 
however, States may adopt a higher wage base than the minimum established by FUTA. State Ul agencies 


are responsible for the collection of State unemployment taxes. 


Unemployment Trust Fund 


Federal and State UI taxes are deposited into designated accounts within the Unemployment Trust Fund. The UTF 
was established under the authority of Title IX, Section 904 of the Social Security Act of 1935, as amended, to 
receive, hold, invest, loan and disburse Federal and State UI taxes. The U.S. Department of the Treasury acts as 
custodian over monies deposited into the UTF, investing amounts in excess of disbursing requirements in Treasury 
securities. The UTF is comprised of the following accounts: 


> ! nis | BSAA) was established pursuant to Section 901 of 
the Act. pepe ee yy er oe 
to the ESAA and used to pay the costs of Federal and State administration of the unemployment insurance 
program and veterans employment services, as well as 97 percent of the costs of the State employment 
services. Excess balances in ESAA, as defined under the Act, are transferred to other Federal accounts 
within the Fund, as described below. 


The Federal Unemployment Account (FUA) was established pursuant to Section 904 of the Act. FUA is 
funded by any excesses from the ESAA as determined in accordance with Section 902 of the Act. Title 
XII, Section 1201 of the Act authorizes the FUA to loan Federal monies to State accounts that are unable 
to make benefit payments because the State UI account balance has been exhausted. Title XII loans must 
be repaid with interest. The FUA may borrow from the ESAA or EUCA, without interest, or may also 
receive repayable advances, with interest, from the general fund of the U.S. Treasury, when the FUA has 
a balance insufficient to make advances to the States. 


! n<nt Compensati A) was established pursuant to Section 905 
of the Act BUCA provides for the payment of extended unemployment benefits suthorized under the 
Federal-State Extended Unemployment Compensation Act of 1970, as amended. Under the extended 
benefits program, extended unemployment benefits are paid to individuals who have exhausted their 
regular unemployment benefits. These extended benefits are financed one-half by State unemployment 
taxes and one-half by FUTA taxes from the EUCA. The EUCA is funded by a percentage of the FUTA 
tax transferred from the ESAA in accordance with Section 905(b)( 1) and (2) of the Act. The EUCA may 
borrow from the ESAA or the FUA, without interest, or may also receive repayable advances from the 
general fund of the Treasury when the EUCA has a balance insufficient to pay the Federal share of 
extended benefits. During periods of sustained high unemployment, the EUCA may also receive payments 
and non-repayable advances from the general fund of the Treasury to finance emergency unemployment 
compensation benefits. Emergency unemployment benefits require Congressional authorization. 
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The Federal Employees Compensation Account (FECA) was established pursuant to Section 909 of the 
Act. The FEC account provides funds to States for unemployment compensation benefits paid to eligible 
former Federal civilian personne!» _» -service members. Generally, benefits paid are reimbursed to the 
Federal Employees Compensation »..count by the various Federal agencies. Any additional resources 
necessary to assure that the account can make the required payments to States, due to the timing of the 
benefit payments and subsequent reimbursements, will be provided by non-repayable advances from the 
general fund of the Treasury. 


State Accounts 


Separate State Accounts were established for each State and territory depositing monies into the Fund, in 
accordance with Section 904 of the Act. State unemployment taxes are deposited into these individual 
accounts and may be used only to pay State unemployment benefits. States may receive repayable 
advances from the FUA when their balances in the Fund are insufficient to pay benefits. 


Railroad Retirement Accounts 


The Railroad Ul Account and Railroad Ul Administrative Account were established under Section 904 
of the Act to provide for a separate unemployment insurance program for railroad employees. This 
separate unemployment insurance program is administered by the Railroad Retirement Board, an agency 
independent of DOL. DOL is not responsible for the administrative oversight or solvency of the railroad 
unemployment insurance system. Receipts from taxes on railroad payrolls are deposited in the Railroad 
UI Account and the Railroad UI Administrative Account to meet benefit payment and related 
administrative expenses. 


UI program benefits 


The UI program provides regular and extended benefit payments to eligible unemployed workers. Regular Ul 
program benefits are established under State law, payable for a period not to exceed a maximum duration. In 1970, 
Federal law began to require States to extend this maximum period of benefit duration by fifty percent during 
periods of high unemployment. These extended benefit payments are paid equally from Federal and State accounts. 


Regular UI benefits 


There are no Federal standards regarding eligibility, amount or duration of regular UI benefits. Eligibility 
requirements, as well as benefit amounts and benefit duration are determined under State law. Under 
State laws, worker eligibility for benefits depends on experience in covered employment during a past base 
period, which attempts to measure the workers’ recent attachment to the labor force. Three factors are 
common to State eligibility requirements: (1) a minimum duration of recent employment and earnings 
during 3 base period prior to unemployment, (2) unemployment not the fault of the unemployed, and (3) 
availability of the unemployed for work. 


Benefit payment amounts under all State laws vary with the worker's base period wage history. Generally, 
States compute the amount of weekly UI benefits as a percentage of an individual’s average weekly base 
period earnings, within certain minimum and maximum limits. Most States set the duration of UI benefits 
by the amount of earnings an individual has received during the base period. Currently, almost all States 
have established the maximum duration for regular UI benefits at 26 weeks. Regular UI benefits are paid 
by the State UI agencies from monies drawn down from the State’s account within the Unemployment 
Trust Fund. 
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Extended UI benefits 


The Federal/State Extended Unemployment Compensation Act of 1970 provides for the extension of the 
duration of UI benefits during periods of high unemployment. When the insured unemployment level 
within a State, or in some cases total unemployment, reaches certain specified levels, the State must 
extend benefit duration by fifty percent, up to a combined maximum of 39 weeks. Fifty percent of the cost 


of extended unemployment benefits is paid from the Extended Unemployment Compensation Account 
within the UTF, and fifty percent by the State, from the State's UTF account. 


Emergency Ul benefits 


During prolonged periods of high unemployment, Congress may authorize the payment of emergency 
unemployment benefits to supplement extended UI benefit payments. Emergency benefits are currently 
being paid under the Temporary Extended Unemployment Compensation Act. Emergency benefit 
payments in excess of $8 billion have been paid since March, 2002. The benefits under this program are 
paid from Federal unemployment taxes and general fund appropriations in EUCA. 


Federal Ul benefits 


Unemployment benefits to unemployed Federal workers are paid from the Federal Employment 
Compensation Account within the Unemployment Trust Fund. These benefit costs are reimbursed by the 
responsible Federal agency and are not considered to be social insurance benefits. Federal unemployment 
compensation benefits are not included in this discussion of social insurance programs. 


At September 30, 2002, total assets within the UTF exceeded liabilities by $67.4 billion. This fund balance 
approximates the accumulated surplus of tax revenues and earnings on these revenues over benefit payment 
expenses and is available to finance benefit payments in future periods when tax revenues may be insufficient. 
Treasury invests this accumulated surplus in Federal securities. The net value of these securities at September 30, 
2002 was $68.3 billion. These investments accrue interest, which is distributed to eligible State and Federal 
accounts within the UTF. Interest income from these investments during FY 2002 was $5.1 billion. Federal and 
State UI tax and reimbursable revenues of $27.6 billion and regular, extended and emergency benefit payment 
expense of $50.6 billion were recognized for the year ended September 30, 2002. 


As discussed in Note 1.N.1 to the consolidated financial statements, DOL recognized a liability for regular, 
extended and temporary extended unemployment benefits to the extent of unpaid benefits applicable to the current 
period. Accrued unemployment benefits payable at September 30, 2002 were $2.1 billion. 


217 Annual Report Fiscal Year 2002 


Financial Performance Report 


REQUIRED SUPPLEMENTARY STEWARDSHIP INFORMATION 


Effect of Projected Cash Inflows and Outflows on the Accumulated Net Assets of the UTF 


The ability of the UI program to meet a particirant's future benefit payment needs depends on the availability of 
accumulated taxes and earnings within the UTF. The Department measures the effect of projected benefit payments 
on the accumulated net assets of the UTF, under an open group scenario, which includes current and future 
participants in the UI program. Future estimated cash inflows and outflows of the UTF are tracked by the 
Department for budgetary purposes. These projections allow the Department to monitor the sensitivity of the Ul 
program to differing economic conditions, and to predict the program's sustainability under varying economic 
assumptions. 


Presented on the following pages is the effect of projected economic conditions on the net assets of the UTF, 
excluding the Federal Employees Compensation Account. 
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Charts I and II graphically depict the effect of expected economic conditions on the UTF over the next ten years. 


Chart I depicts projected cash inflows and outflows of the UTF over the next ten years, under expected 
economic conditions. Both cash inflows and cash inflows excluding interest earnings are displayed. 
Current estimates by the Department are based on an expected unemployment rate of 5.68% during FY 
2003, decreasing to 4.90% in FY 2008 and thereafter. Cash outflows exceed cash inflows combined with 
interest earnings for FY 2003. Positive cash flows resume in FY 2004, peaking at $7.9 billion in FY 2007 
and decreasing to $1.3 billion in FY 2012, indicating that States have replenished their funds to desired 


levels. 


These projections, excluding interest earnings, indicate net cash outflows in FY 2003 and FY 2004, then 
net cash inflows for the next four years. Due to projected transfers of excess Federal funds to the States 
starting in 2008, which tends to depress state tax collections, there is crossover back to net outflows in FY 
2009. The result is that the fund must rely on interest earnings to keep growing. 
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Effect of Projected Cash Inflows and Outflows on the Accumulated Net Assets of the UTF - Continued 


Effect of Expected Cash Flows on UTF Assets 


Chart II demonstrates the effct of these expected cash inflows and outflows on the net assets of the UTF 
over the ten year period ended September 30, 2012. Yearly projected total cash inflows, including interest 
earnings, and cash outflows are depicted, as well as the net effect of this cash flow on UTF assets. 


Total cash outflows exceed cash inflows during 2003. Total cash inflows exceed cash outflows in each 
of the next nine years projected, with this excess peaking in 2007 and decreasing every year thereafter. 
Net UTF assets decrease to $59.6 billion in FY 2003 but increase by 57% over the next nine years to $93.5 
billion by the end of FY 2012. 


Chart II 
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Recessionary Scenarios 


Charts III and IV demonstrate the effect on accumulated UTF assets of projected total cash inflows and cash 
outflows of the UTF over the ten year period ending September 30, 2012, under mild and severe recession 
scenarios. Each scenario uses an open group, which includes current and future participants in the UI program. 
Charts III and IV assume increased rates of unemployment during mild and deep periods of recession. 


Effect on UTF / € Mild Recessi 


The Department projects the effect of moderate recession on the cash inflows and outflows of the UTF. 
Under this scenario, which utilizes an unemployment rate peaking at 7.43% in FY 2004, net cash outflows 
are projected in FY 2003 through FY 2005. Net cash inflows are reestablished in FY 2006 and peak in 
FY 2007 with a drop in the unemployment rate to 5.63%. 


The crossover pattern discussed above remains the same, even without including interest earnings, until 
the final year of the projections. At this point, when cash outflows are marginally less than total cash 
inflows and marginally exceeds cash inflows without interest, the states have replenished their funds to 
the desired level and growth of the fund slows. 


Chart III 
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Effect on UTF Assets of Deep Recession 

The Department also estimates the effect of severe recession on the cash inflows and outflows of the UTF. 
This scenario assumes a rising unemployment rate peaking at 10.15% in FY 2005. Under this scenario, 
net cash outflows are projected in FY 2003 through FY 2005, with the fund in a deficit situation in 2005. 
During this three year period, the net assets of the UTF decrease from $68.1 billion to a negative $3.0 
billion, a decline of $71.1 billion (104%). State accounts without sufficient reserve balances to absorb 
negative cash flows would be forced to borrow funds from the FUA to meet benefit payment requirements. 
State borrowing demands could also deplete the FUA, which borrows from the ESAA and the EUCA until 
they are depleted. The FUA would then require advances from the general fund of the U.S. Treasury to 


provide for State borrowings. (See discussion of State solvency measures following.) 


Net cash inflows are reestablished in FY 2006, with a drop in the unemployment rate to 7.83%. By the 
end of FY 2012, this positive cash flow has replenished UTF account balances to $85.9 billion, higher 
than the beginning of the recession. This example demonstrates the counter cyclical nature of the UI 


program, which experiences net cash outflows during periods of recession, to be replenished through net 


cash inflows during periods of recovery. 
Chart IV 
Unemployment Trust Fund 
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Tables containing the total yearly cash inflow, interest earnings and cash outflow for each scenario are 
presented in the following pages. 


United States Department of Labor 222 


U.S. DEPARTMENT OF LABOR 
SUPPLEMENTARY SOCIAL INSURANCE INFORMATION 


CASH INFLOW AND OUTFLOW OF THE 
UNEMPLOYMENT TRUST FUND EXCLUDING THE FEDERAL EMPLOYEES COMPENSATION ACCOUNT 


FOR THE TEN YEAR PERIOD ENDING SEPTEMBER 36, 2012 


(1) EXPECTED ECONOMIC CONDITIONS 


GB,121,425 $ $9,595,703 $ 61,035,709 $ 


65,712,536 $ 12079836 $ 79,942,102 $ 


84,946,740 $ 88,127,299 $ 


90,289,139 $ 92,218,299 


£22 
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33,400,000 34,532,000 41,055,000 41,968,000 43,520,000 45,684,000 46,842,000 
7,183,000 7,372,000 8,323,000 6,491,000 6,659,000 6,687,000 7,299,000 
1,700 900 $00 00 700 700 700 
$3,000 73,000 23,000 31,000 66,000 127,000 227,000 
2,000 2,000 2,000 2,000 2,000 2,000 2,000 
15$,700 120,300 103,100 124,200 108,900 109,600 119,100 
40,795,400 44,100,200 49506600 48,616,800 $0,356,600 $2,610,300 $4,489,800 
3466271 3,491,212 4199348 4,499,733 4796606 4,962,265 4.979.200 
44261671 47,591,412 $3665.948 $3,110,533 $5,153,296 $7,472,565 99,460,069 
36,604,000 38,680,000 41,392,000 43,593,000 anno = $0,711,000 $3,257,000 
3941093 «3,925,875 4111281 4,209,205 aai20i9 = 4.517008 = 4,624,497 
175,297 177,502 182,082 184,405 189,196 191,723 194,446 
3,620 5,591 4,121 3,197 3,244 3,288 3,$75 
117,615 117,657 114,198 116,068 117,997 120,416 121,244 
42,821,625 42,914,625 45,003,682 48,105,995 $2,991,456 $5,543,405 $8,200,762 
(2,006,225) __ 1,185,575 3,702,918 $10,905 (2.634856) (2,933,105) (3,710,962) 
1,440,046 4,676,787 7,862,266 $,004,638 2,161,840 1,929,160 1,268,307 
$_ 59,595,709 $_ 61,035,749 $_65,7125% $_720794% $ 79942102 $ 94906740 $ 8817729 $ 90201 $ 9721820 $ _93,406606 
$.38% 5.18% 4.93% 4.90% 4.90% 490% 4.90% 
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U.S. DEPARTMENT OF LABOR 
SUPPLEMENTARY SOCIAL INSURANCE INFORMATION 
CASH INFLOW AND OUTFLOW OF THE 
UNEMPLOYMENT TRUST FUND EXCLUDING THE FEDERAL EMPLOYEES COMPENSATION ACCOUNT 
FOR THE TEN YEAR PERIOD ENDING SEPTEMBER 36, 2012 


(2) MILD RECESSIONARY UNEMPLOYMENT RATE 


come oe ee eee - ees 


(Deliars in thousands) 2003 1084 200s 1006 2007 tess _ 310 ae 2011 =! 
Balance, start of year 68,121,425 $ 51859459 $ 37,695,734 $ 33876053 $ 41,120.240 $ $4524033 $ 64,102,384 $ 74627941 $ 84815,710 $ 92,501,626 
Cosh inflow 
State encemployment taxes 28,319,000 34,565,000 40,872,000 45,040. 46,771,000 46,073,000 46,580,000 46,832,000 46,653,000 46,917,000 
Federal unemployment taxes 6,924,000 7,022,000 7,204,000 7,965 9,233,000 8,786,000 8,815,000 9,220,000 9,958,000 9,459,000 
General revenue approprianoe 152,000 1,700 900 800 300 ao 700 700 700 700 
Interest oa loans 34,000 248,000 $58,000 645,000 $21,000 373,000 267,000 170,000 101,000 85,009 
CMIA receipts 1,000 2,000 2,00u 2,000 2,000 2,000 2,000 2,000 2,000 2,0v0 
Depossts by the Railroed Reurement Board 149,900 155,700 120300 =: 93,800 103,100 124,200 121,300 108,900 =: 109,600 119,100 
Total cash inflow exctuding imterest 35,S80,900 41,994,400 48,757,200 $3,746,600 56,530,600 $3,3$8,800 $5,786,000 56,333,600 $6,824,300 $6,582,800 
interest on Federal sccurities 3,666,294 2,558,182 1,915,576 2,007,506 2,567,174 3,223,802 3,758,516 4,328,222 4,835,184 $,160,139 
Total cash inflow 39,247,194 44,552,582 $0,672,776 $5,734,106 $9,197,774 $8,582,602 $9,544,516 661,822 61,659,484 61,742,939 
Cash eutfew 
State unemployment benefits $1,290,000 $4,263,000 $0,042,000 44,103,000 41,372,000 44,462,000 44,416,000 45,782,000 49,153,000 $2,093,000 
State administrative costs 3,927,089 4,156,856 4,151,788 4,107,244 4,121,129 4,237,431 4,293,767 4,380,368 4,503,578 4,618,769 
Federal administrative costs 172,422 175,297 177,502 179,750 182,082 184,405 196,786 189,196 191,723 194,446 
interest on tax refands 3,649 3,539 3,510 3,902 4,572 4327 4318 4,492 4,851 4,633 
Railroad Retirement Board withdrawals 116,000 117,615 117,657 116,023 114,198 116,068 118,088 117,997 120,416 121,244 
Total cash outflow $5,509,160 $8,716 307 $4,492,457 48,509,919 45,793,981 49,004,251 49,018,959 $0,474,053 $3,973,568 $7,032,092 
Total cash inflow excluding interest 
over (under) total cash outflow (19,928,260) (16,721,907) (5,735,257) 5,236,681 10,836,619 6,350,549 6,767,041 $,859,547 2,850,732 (449,292) 
Total cash iaflow over (under) 
total cash outflow (16,261,966) (14,163,725) (3,£' 9,681) 7,244,187 13,403,793 9,578,351 10,525,557 10,187,769 7,685,916 4,710,847 
Bolence, end of year $_$1,859,459 $ _ 37,695,734 $ 33,876,053 $ 41,120,260 $ $4,524,033 $ 64,102,384 $ 74,627,941 $ 84,815,710 $ 92,501,626 $ 97,212,473 
Total unemployment rate 6.60% 743% 7.13% 6.35% $.63% $.48% 5.10% 4.90% 4.90% 4.90% 
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U.S DEPARTMENT OF LABOR 
SUPPLEMENTARY SOCIAL INSURANCE INFORMA TION 
CASH INFLOW AND OUTFLOW OF THE 
UNEMPLOYMENT TRUST FUND EXCLUDING THE FEDERAL EMPLOVEES COMPENSATION ACCOUNT 
FOR THE TEN VEAR PERIOD ENDING SEPTEMBER 38, 2012 


(3) DEEP RECESSIONARY UNEMPLOYMENT RATE 


total cach outflow (UB ASB RIS) — (27,859,109) (24,743,958) 10,969,323 15,674,167 “8:1, 978,377 13,306075 = 16,566,560 =—S 12,421,111 8,503,021 


Baleoce, cod of vear $49,632,607 $ 21,773,498 $ _ (2,970,460) $___7,998,06) $ _ 23,073,030 $ 35051407 $__48,A97482 $ 65,004,042 $77,425,193 $05,928,174 


6.93% 9.08% 10.15% 783% 7.28% 7.05% 643% 5.65% 5.18% 4.90% 


|_(Deltars tn thonsands) re0s 1004 100s 1000 i me 0 0 te | 
Beteacs stort of yeor $ — @BI21.425 $ 49,692,607 $ 21,773,498 $ (2,970,460) $ 7,998,863 $ 23,073,000 § 35,051,407 $ 48437482 $ 65,004,042 § 77,425,153 
Coch infor 
Veate uncenploymernt taxes 28,324,000 35,293,000 42,887,000 49,229,000 $1,627,000 $1,501,000 $0,859,000 $0,177,000 48,577,000 47,948,000 
t edeval enemployment taxes 6,891 000 6,883,000 6,994,000 8,253,000 10,546,000 10,955,000 12,675,000 13,263,000 11,018,000 8,970,000 ” 
Crreactal revered appropnetoe 1$2,000 1,700 900 800 $00 600 700 700 700 700 
inerrest on loans 47,000 450,000 1,512,000 2,045,000 1,685,000 1,334,000 989,000 622,000 409,000 291,000 
CMIA reorigts 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 
Deposits by the Ralirond Retirement Board = 149,900 195,700 000 oo sO a CNN 
8 Total cach inflow excheding interest = 35,565,900 42,785,400 51,516,200 59,623,000 63,963,000 63,916,800 4647000 64,173,000 60,116,900 57,330,800 
leterest on bederal securines 3504962 —_—s1943,590 4277293 1,900,513 1467933 = 2,096,450 2,358,120 3130311 3,893,199 4,449,976 
Total cach inflow 19,190,762 44,720,990 52,793,433 904113 5,691,533 65,953,250 67,005,120 67,303,911 64,009,499 61,780,776 
( ash evtfiow 
user wncenploymernt beer fits 53,375,000 —- 67,873,000 72,675,000 46,123,000 45,447,000 49,331,000 48920000 46,022,000 46,790,000 © 48,382,000 
Suse edmenestrenve costs 3,972,526 4Aie.7is 4,563,825 4,131,974 4,208,864 4,337,985 4,387,962 4,401,697 4,480,881 4,575,671 
Federal edmenistratve costs 172,422 175,297 177,902 179,790 182,082 184,405 196,786 189,196 191,723 194,446 
Interest ov tax refends 3,632 4469 3,407 4,043 $,222 5,395 6,209 6,461 5,368 4,394 
Rastrosd Retremest Board withdraw sls ee 176s? sO e008 = 17,997 120,416 121,244 
Tots! cash outflow ___ $7,699,500 «72,588,099 = 77,537,391 90,554,790 49,957,366 $3,974,873 $3,619,045 $0,737,351 $1,588,388 $3,277,755 
Tots) cach mflow exchedeng mterest 
over (ender) total cash outflow __ QA OT3,600) (29,802,699) (26,021,191) 9,068,810 14,006,234 9,941,927 11,027,955 13,436,249 8,527,912 4,053,045 
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States Minimally Solvent 


Another measure of the sufficiency of accumulated UTF assets to meet future benefit payment requirements 
analyzes the adequacy of each State's accumulated net assets or reserve balance to provide a defined level of 
benefits over a defined period of time. To be considered minimally solvent, a State’s reserve balance should 
provide for one year's projected benefit payment needs based on the highest level of benefit payments experienced 
by the State over the last twenty years. A ratio of 1.0 or greaier indicates a state is minimally solvent. States below 
this level are the most vulnerable to exhausting their funds in a recession. States exhausting their reserve balance 
must borrow funds from the Federal Unemployment Account (FUA) to make benefit payments. During periods 
of high sustained unemployment, balances in the FUA may be depleted. In these circumstances, FUA is authorized 
to borrow from the Treasury general fund. 


Chart V presents the State by State results of this analysis at September 30, 2002, in descending order, by ratio. 
As the table below illustrates, 30 states failed to maintain minimal solvency ratios at September 30, 2002. 


Chart V 
[Minimally Solvent |Not Minimally Solvent | 
Mexico 2.80] | Alaska 0.99 
[Virgin Islands 2.73| |New Jersey 0.99 
Vermont 241| | Nevada 0.96 
[Delaware 2.13] _| Virginia 0.94 
[Mississippi 2.06] | Nebraska 0.91 
|New Hampshire 1.92]  |Kansas 0.88 
[Maine 1.82] | Wisconsin 0.86 
|Anzona 1.62| — |Maryland 0.84 
IWyoming 1.55] | Rhode island 0.80 
|Montana 1.51] __ | Washington 0.79 
Hindiana 1.47| — |Colorado 0.77 
|Hawaii 1.47| | Tennessee 0.77 
}Oregon 1.36 Connecticut 0.73 
JLouisiana 1.33} idaho 0.69 
IGeorgia 1.33) | Kentucky 0.69 
[Puerto Rico 1.32| _| Michigan 0.69 
}Utah 1.29} — |California 0.67 
[Florida 1.24] | Alabama 0.62 
llowa 1.19] — |West V 0.62 
}Oklahoma 1.191  |Ohio —_ 0.60 
[District of Columbia 1.19} | Massachusetts 0.59 
{South Carolina 1.03} [Pennsylvania 0.51 
Dakota 1.00 Arkansas 0.46 
‘North Dakota 0.36 
|Missouri 0.30 
| North Carotina 0.23 
|Ntinois 0.21 
|Minnesota 0.18 
Texas 0.10 
[New York _ 0.05 | 


United States Department of Labor 226 


Annual Financial Statements 


REQUIRED SUPPLEMENTARY STEWARDSHIP INFORMATION 


BLACK LUNG DISABILITY BENEFIT PROGRAM 


The Black Lung Disability Benefit Program provides for compensation, medical and survivor benefits for eligible 
coal miners who are disabled due to pneumoconiosis (black lung disease) arising out of their coal mine 
employment. The U.S. Department of Labor operates the Black Lung Disability Benefit Program. The Black Lung 
Disability Trust Fund (BLDTF) provides benefit payments to eligible coal miners disabled by pneumoconiosis when 
no responsible mine operator can be assigned the liability. 


Program administration and funding 


Black lung disability benefit payments are funded by excise taxes from coal mine operators based on the sale of 
coal, as are the fund's administrative costs. These taxes are collected by the Internal Revenue Service and 
transferred to the BLDTF, which was established under the authority of the Black Lung Benefits Revenue Act, and 
administered by the U.S. Department of the Treasury. The Black Lung Benefits Revenue Act provides for 
repayable advances to the BLDTF from the general fund of the Treasury, in the event that BLDTF resources are 
not adequate to meet program obligations. 


Program finances and sustainabilility 


At September 30, 2002, total liabilities of the Black Lung Disability Trust Fund exceeded assets by $7.7 billion. 
This deficit fund balance represented the accumulated shortfall of excise taxes necessary to meet benefit payment 
and interest expenses. This shortfall was funded by repayable advances to the BLDTF, which are repayable with 
interest. Outstanding advances at September 30, 2002 were $7.7 billion, bearing interest rates ranging from 5.375 
to 13.875 percent. Excise tax revenues of $566.6 million, benefit payment expense of $367.9 million and interest 
expense of $595.6 million were recognized for the year ended September 30, 2002. 


As discussed in Note 1.N.3, DOL recognized a liability for disability benefits to the extent of unpaid benefits 
applicable to the current period. Accrued disability benefits payable at September 30, 2002 were $29.5 million. 
Although no liability was recognized for future payments to be made to present and future program participants 
beyond the due and payable amounts accrued at year end, future estimated cash inflows and outflows of the BLDTF 
are tracked by the Department for budgetary purposes. The significant assumptions used in the projections are coal 
production estimates, the tax rate structure, number of beneficiaries, life expectancy, medical costs and the interest 
rate on new repayable advances from Treasury. These projections are sensitive to changes in the tax rate and 
changes in interest rates on repayable advances from Treasury. 


These projections, made over the thirty-eight year period ending September 30, 2040, indicate that cash inflows 
from excise taxes will exceed cash outflows for benefit payments and administrative expenses for each period 
projected. Cumulative net cash inflows are projected to reach $10.3 billion by the year 2040. However, when 
interest payments required to finance the BLDTF'’s repayable advances are applied against this surplus cash inflow, 
the BLDTF’s cash flow turns negative during each of the thirty-eight periods included in the projections. Net cash 
outflows after interest payments are projected to reach $58.3 billion by the end of the year 2040, increasing the 
BLDTF'’s deficit to $49.3 billion at September 30, 2040. (See Chart I on following page.) 


The net present value of future benefit payments for the thirty-eight year period ending 2040 is $3.1 billion. The 
net present value of future excise taxes for the thirty-eight year period is $7.8 billion which results in a $4.7 billion 
excess of excise taxes over benefit payments. However, the net present value of total cash outflows, including 
interest payments and administrative costs, is $20.9 billion resulting in an excess of cash outflows over excise taxes 
of $13.1 billion. The interest rate used for net present value is 5.375 percent. 
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Chart I 
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The projected decrease in cash inflows in the year 2014 and thereafter is the result of a scheduled reduction in the 
tax rate on the sale of coal. This rate reduction is projected to result in a fifty-seven percent decrease in the amount 
of excise taxes collected between the years 2013 and 2015. The cumulative effect of this change is estimated to 
be in excess of $12.7 billion by the year 2040. 


Yearly cash inflows and outflows are presented in the table on the following page. 
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CASH INFLOW AND OUTFLOW OF THE BLACK LUNG DISABILITY TRUST FUND 
FOR THE THIRTY-EIGHT VEAR PERIOD ENDING SEPTEMBER 36, 2040 


| (Dellars ln thousands) me ahr Us 7 7 > 
Cash lafiew 5 
Excise taxes $ 573,000 § 597,000 § 616,000 § 628,000 § 638,000 $ 13695019 § 16,747,019 
Interest he . “ ° ° ° : . ° ° 
Total cash inflow _____ $73,000 97,000 ___616,000 628,000 638,000 «13,695,019 16,747,019 
Cash outflow M 
Disabled coal miners benefits 359,727 344,208 328,986 313,645 296,972 3,498,197 5,141,735 - 
Administrative costs S677 SATA OS A 1,269,411 
Cash outflows before interest payments NO Aaa _ 2600 82H SL N02 MOS ASAIN MG 
Cash inflow over cash outflow 
before interest payments 6556 9420 226,708 82D 26,798 (8,229,376 (10,335,873 
>. 
Interest on advances 619,535 ___ 43610 697289867 12,629 48,578,300 51,910,913 4 
Total cash outflow 1,035,979 1086,290 1,056,268 1,065,748 1,073,831 == 53,043,943 = 58,322,059 4 
Total cash outflow over total cash inflow (462,979) (449,290) (440,268) (437,748) (435,831) (39,348,924) (41,575,040) < 
Balance, start of year ___ (7,681,649) (8,144,628) = (8,593,918) == (9,034,186) (9,471,934) ——_ (9,907,765) (7,681,649) 4 
Balance, end of year $_(8,144,628) $_(8,999,918) $_(9,034,186) $__ (9,471,934) $_(9,907,765) $_(49,296,689) $ (49,256,689) : 
-) 
Z 
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STATEMENT OF BUDGETARY RESOURCES 


The principal Statement of Budgetary Resources combines the availability, status and outlay of DOL’s budgetary 
resources during FY 2002 and 2001. Presented on the following pages is the disaggregation of this combined 
information for each of the Department’s major budget accounts. 
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COMBINING STATEMENT OF BUDGETARY RESOURCES 
For the Year Ended September 30, 2002 


Employment Employment Occupational 
and Training Standards Safety and Health 


(Dollars in thousands) Administration Administration Administration 
BUDGETARY RESOURCES 
Budget authority 
Appropriations received $ 63,348,716 $ 1,381,282 §$ 444,651 
Net transfers (621,501) 465,000 - 
Unobligated balance 
Beginning of period 1,405,625 1,573,776 15,105 
Net transfers (123) (145) (922) 
Spending authority from offsetting collections 
Earned 
Collected 39,920 2,136,154 2,678 
Receivable from Federal sources (436) 54,506 (866) 
Change in unfilled customer orders 
Advance received 7,500 20,316 - 
Without advance from Federal sources - - - 
Transfers from trust funds 3,729,564 33,291 : 
Total spending authority from offsetting collections 3,776,548 2,244,267 1,812 
Recoveries of prior year obligations 352,198 6,098 17,863 
Temporarily not available pursuant to Public Law . - ~ 
Permanently not available (230,031) (8,386) (4,710) 
Total budgetary resources $68,031,432 $_5,661,892 §___473,799 
STATUS OF BUDGETARY RESOURCES 
Obligations incurred 
Direct $ 66,435,635 $ 2,020,332 §$ 455,623 
Reimbursable 20,520 2,012 
Total obligations incurred 66,456,155 4,360,428 457,635 
Unobligated balances available 
Apportioned 983,633 974,048 13 
Other available (27,769) 214,941 - 
Unobligated balances not available 619,413 112,475 16,151 
Total status of budgetary resources $__ 68,031,432 $ 5,661,892 $§ 473,799 
RELATIONSHIP OF OBLIGATIONS TO OUTLAYS 
Obligated balance, net, beginning $ 9,608,164 § 169,819 § 97,656 
Obligated balance, net, ending 
Accounts receivable (1,256,389) (63,472) (80) 
Undelivered orders 7,569,570 17,139 60,886 
Accounts payable 3,463,892 217,488 38,575 
Outlays 
Disbursements 65,884,941 4,299,140 440,518 
Collections (3,726,441) (2,190,412) (4,282) 
Total outlay: 62,158,500 2,108,728 436,236 
Offsetting receipts : (722,412) (6,674) : 
Net outlays $ 61,436,088 102,054 § 436.236 
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Bureau of Mine Safety Pension Welfare Veterans’ Other 
Labor and Health Benefits Employment Departmental 
Statistics Administration Administration and Training Programs Total 
$ 407,422 § 254,768 §$ 111,466 $ 25,800 $ 474,913 $ 66,449,018 
. " ° . : (156,501) 
18,141 §,372 2,099 1,854 42,690 3,064,662 
(1,519) (203) (34) (79) 2,928 (97) 
14,649 3,341 7,815 161 165,963 2,370,681 
(296) (7) - . 4,006 56,907 
. - : - 155 27,971 
- : - - 1,320 1,320 
83,485 3,334 7,815 186,877 199,623 6,503,761 
6,497 4,051 996 1,810 39,048 428,561 
(4,607) (3,094) (1,040) : (2,460) ____ (254,328) 
$509.419 =—§ 264.228 $21 302 $216,262 $756,742 $76,035,076 
$ 478,566 § 258,166 §$ 110,779 §$ 214,294 § 526,274 $ 70,499,669 
795 7,710 : 179,840 
491,398 258,961 118,489 214,294 706,114 73,063,474 
8,364 229 1,078 639 40,151 2,008,155 
- : - : 257 187,429 
9.657 _ 5,038 1,735 1329 ___10,220 ___776,018 
$509,419 «£264,228 £21302 § 216.262 $756,742 $76,035,076 
4 86,983 § 20,565 §$ a § 46,117 §$ 231,521 $ 10,301,270 
(14) (15) (27,848) (14,697) (1,362,515) 
30,199 13,102 32,086 33,628 236,971 7,993,575 
30,044 10,051 9,869 13,777 123,914 3,907,610 
511,950 252,380 115,990 211,197 $48,771 72,264,887 
(3,377) (7,815) 
428,169 249,003 108,175 52,168 _ 354,095 65,895,074 
$428,169 $249,003 $108,175 $52,168 §$ 354,095 $65,165,988 
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COMBINING STATEMENT OF BUDGETARY RESOURCES 
For the Year Ended September 30, 2001 


(Dollars in thousands) 


BUDGETARY RESOURCES 

Budget authority 
Appropriations received 
Net transfers 

Unobligated balance 
Beginning of period 
Net transfers 

Spending authority from offsetting collections 
Earned 


Collected 
Receivable from Federal sources 
Change in unfilled customer orders 
Advance received 
Without advance from Federal sources 
Transfers from trust funds 
Total spending authority from offsetting collections 
Recoveries of prior year obligations 
Temporarily not available pursuant to Public Law 
Permanently not available 


Total budgetary resources 


STATUS OF BUDGETARY RESOURCES 
Obligations incurred 
Direct 
Reimbursable 
Total obligations incurred 
Unobligated balances available 
Apportioned 
Other available 
Unobligated balances not available 


Total status of budgetary resources 


RELATIONSHIP OF OBLIGATIONS TO OUTLAYS 
Obligated balance, net, beginning 
Obligated balance, net, ending 
Accounts receivable 


Collections 
Total outlays 
Offsetting receipts 


Net outlays 


234 


Employment 
and Training 


$ 41,501,711 
(611,744) 


1,238,304 
(311) 


29,235 
330 


; 
3,302,781 
220,238 

(1,711,072) 

(161,550) 


Employment 
Standards 


Occupational 


Safety and Health 
Administration Administration Administration 


$ 1,521,734 §$ 425,983 
495,000 500 
1,311,750 12,613 
130) (885) 
2,148,185 5,006 
(70,477) (326) 
(45,343) 300 
714 . 

2,064,639 4,980 
5,524 11,993 
(1,941) (3,845) 


$__43.778.357 $ 5,396,576 $ 451,339 


$ 42,350,867 $ 1,472,235 
21,86 66 
42,372,732 3,822,801 
818,241 1,347,700 

: 177,453 

587,384 48,622 
43.778.357 $ 5,396,576 

$ 8,557,963 $ 80,933 
(1,027,656) (8,967) 
8,089,028 34,256 
2,590,568 144,530 
41,046,409 3,798,869 

7 135,11 
37,755,736 1,663,753 
432,215 (6,914) 
37,323,521 1,656,839 


$ 433,732 
2 

436,234 

749 


14,356 


451,339 


$ 76,700 


(946) 
61,738 
36,864 


403,611 
5 
398,305 


398.30 
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Bureau of Mine Safety Pension Welfare Veterans’ Other 
Labor and Health Benefits Employment Departmental 
Statistics Administration Administration and Training Programs Total 

$ 384,327 §$ 246,747 §$ 107,832 §$ 24,801 §$ 430,632 $ 44,643,767 
- - . : (279) (116,523) 

16,293 5,389 1,625 322 13,647 2,599,943 
(1,557) (199) (37) - 2,916 (203) 

11,170 1,501 10,760 42 148,846 2,354,745 
247 11 (3) - (925) (71,143) 
‘ . - - (20) (45,063) 

. ° . - 1,901 901 

67,257 : : 186,856 

78,674 1,512 10,757 186,898 176,458 5,826,699 

6,101 2,758 1,530 1,831 9,185 259,160 
- - - - . (1,711,072) 
(3,762) (1,718) (701) : (1,432) (174,949) 

$ 480.076 § 254.489 §$ 121,006 §$ 213,852 $ 631,127 $ 51,326,822 
$ 453,716 § 248,252 §$ 108,979 §$ 211,997 § 411,444 $ 45,691,222 
0 865 9,927 - 176,993 7 

461,936 249,117 118,906 211,997 588,437 48,262,160 

8,205 495 85 364 33,248 2,209,087 

° . ° : 369 177,822 

9,935 4,877 2,015 1,491 9,073 677,753 

$ 480.076 §$ 254.489 §$ 121,006 §$ 213,852 $ 631,127 $ 51,326,822 
$ 71,160 § 23,319 §$ 28,031 §$ 22,315 §$ 99,469 $ 8,959,890 
(310) (22) - - (10,691) (1,048,592) 

39,564 10,605 34,760 22,357 180,320 8,472,628 

47,729 9,982 5,685 23,760 61,893 2,921,011 

439,764 249,101 104,964 186,363 448,126 46,677,207 
78,427 (1,501) (10,760) (186,898) (175,482) (5,884,163) 

361,337 247,600 94,204 = (535) 272,644 40,793,044 
- : : : : (439,129) 

$ 361,337 § 247.600 $ 94.204 §$ (535) $ 272,644 $ 40,353,915 
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DEFERRED MAINTENANCE 


The U.S. Department of Labor, Employment and Training Administration (ETA) maintains ninety-six (96) Job 
Corps centers located throughout the United States. While the ETA does fund safety, health, and environmental 
projects in the year those deficiencies are identified, funding constraints limit the extent of maintenance that the 
ETA can undertake cach fiscal year. Consequently, maintenance projects are not always performed as scheduled 
and, therefore, must be deferred to a future period. 


Information on deferred maintene:ice is based on condition assessment surveys that are conducted every three years 
at each Job Corps center to determine the current condition of facilities and the estimated cost to correct 
deficiencies. The surveys are based on methods and standards that are applied on a consistent basis, including: 


* condition descriptions of facilities, 

* recommended maintenance schedules, 

* estimated costs for maintenance actions, and 
¢ standardized condition codes. 


These surveys evaluate the facilities at each Job Corps center to identify: 


¢ rehabilitation projects that are required to provide for health and safety, or upgrade to an acceptable state of 
repair, 

present utilization, 

health and safety programs, 

barrier-free access, 

maintenance, operations, and security programs, 

energy usage, 

natural hazards, and 

conformance to U.S. Environmental Protection Agency and applicable air and water quality standards. 


The estimated cost of deferred maintenance for fiscal years 1998 to 2002, is presented below. 


Dollars (in 
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SEGMENT INFORMATION 


Franchise and intra-governmental support revolving funds not separately reported on the principal financial 
statements are required to report certain supplementary information. The Department of Labor’s Working Capital 
Fund qualifies under this definition. Required supplementary information for the Working Capital Fund is 
presented below. 


Working Capital Fund 


The Working Capital Fund was established to provide obligational authority, without fiscal year limitation, for 
expenses necessary to provide certain centralized services and activities to agencies within DOL. These agencies 
are identified in the condensed financial information. 


The WCF is an intra-governmental revolving fund authorized specifically by law ‘o finance a cycle of operations 
in which expenditures generate receipts which are available to the Fund for continuing use without annual re- 
authorization by Congress. 


The Fund provides services on a centralized basis for the following Departmental activities: 


¢ Financial and Administrative Services - This activity provides a program of centralized administrative 
management services at both national and regional levels. 


¢ Field Services - This activity provides a full range of administrative, technical, and managerial support services 
to all agencies of the Department in their reg.onal and field offices. 


¢ Human Resources Services - This activity provides guidance and technical assistance to DOL personnel offices 
in all areas of human resources management and provides a full range of operating personnel services to all 
Assistant Secretary for Administration and Management client organizations. 


¢ Capitalized Equipment - The collection of funds for the periodic recordation of depreciation, amortization and 
system support are held and made available to fund future acquisitions of major systems and system components 
that provide a service or benefit to agencies within DOL and ensure the Department has funds available to either 
extend the useful life or improve major asset acquisitions. 


¢ Investment in Reinvention Fund - The IRF was established within the WCF in FY 1996 to invest in 
Departmental projects designed to achieve improvements in agency processes and result in significant savings 
to the taxpayer. 


The activities are provided under the overall direction of the Assistant Secretary for Administration and 
Management. The WCF advisory committee assists in reviewing overall procedures, systems, and regulations as 
well as programs, functions, and activities performed and financed through the WCF. The WCF advisory 
committee is chaired by the Chief Financial Officer and consists of the Agency Financial Manager for each DOL 
agency, or a formally designated alternate. 
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Condensed financial information for the WCF as of and for the years ended September 30, 2002 and 2001 is as 


follows: 


BALANCE SHEET 
Assets 
Funds with U.S. Treasury 
Accounts receivable, net of allowance 


Property, plant and equipment 
Other assets 


Total assets 


Liabilities and Net Position 
Accounts payable 
Accrued leave 
Future workers’ compensation benefits 
Other liabilities 
Total liabilities 
Cumulative results of operations 


Total liabilities and net position 


STATEMENT OF NET COST 
Cost 
Intragovernental 
With the public 


Earned 
Departmental Management 
Employment Standards Administration 
Employment and Training Administration 
Occupational Safety and Health Administration 
Bureau of Labor Statistics 
Mine Safety and Health Administration 
Other revenues 
Total revenues 
Net costs of operations 


STATEMENT OF CHANGES IN NET POSITION 


Net costs of operations 

Imputed financing 

Transfers-in 

Net position, beginning of period 


Net Position, ending of period 
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— A. __200l_ 
$ 12,796 § 19,185 
10,766 10,968 
25,715 22,364 
: 7 
49,277 $ 52,524 
$ 10,377 $ 12,981 
4,028 4,004 
2,412 2,353 
——_ 3107 __2734 
19,924 22,072 
—__22,353 —__30,452 
$ 49,277 $ 52,524 
$ $0,238 $ 47,221 
94,305 79,862 
144,543 127 
(32,123) (28,779) 
(29,046) (26,081) 
(21,092) (20,923) 
(18,287) (16,320) 
(11,488) (11,272) 
(8,144) (7,662) 
16,013) ____ (12,254) 
(136,193) (123,291) 
58350 $37 
$ (8,350) $ (3,792) 
4,251 3,977 
3,000 3,000 
30,452 27,267 
$__29353 $_ 30,452 


o Annual Financial Statements 


REQUIRED SUPPLEMENTARY INFORMATION 


INTRA-GOVERNMENTAL ASSETS 


Intra-governmental assets at September 30, 2002 consisted of the following: 


Funds with Interest 


(Dollars in thousands) U.S. Treasury _Investments _ Receivable _ Receivable 
Trading partner 

Department of Agriculture $ ° . - § 168,513 
Department of Commerce - - - 41,377 
Department of Interior - - - 129,125 
Department of Justice ‘ ° - : 217,353 
Department of the Navy - - - 617,628 
United States Postal Service - - - 364,103 
Department of State - - - 18,303 
Department of the Treasury 10,166,843 68,423,887 1,074,389 218,093 
Department of the Army - - : 430,688 
Office of Personnel Management . . - 2,467 
Social Security Administration - - - 49,857 
U.S. Nuclear Regulatory Commission - : - 2,011 
Department of Veterans Affairs - - - 347,057 
General Services Administration - - - 37,489 
National Science Foundation - . : 271 
Department of the Air Force - - - 327,891 
Federal Emergency Management 

Agency . ° ° 8,348 
Tennessee Valley Authority - - : 87,374 
Environmental Protection Agency - - - 8,027 
Department of Transportation - - - 232,553 
Agency for International Development - - - 7,813 
Small Business Administration - ~ - 6,422 
Department of Health and Human 

Services - - : 52,609 
National Aeronautics and Space 

Administration - - - 15,798 
Department of Housing and Urban 

Development - - 17,552 
Department of Energy - - - 17,858 
Department of Education - - - 4,859 
Department of Defense - - - 191,134 
Other - - - 145,008 


$_ 10,166,843 $ 68,423,887 $ 1,074,389 S 3,767,581 
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INTRA-GOVERNMENTAL LIABILITIES 


Intra-governmental liabilities at September 30, 2002 consisted of the following: 
Accounts Advances from 


(Dollars in thousands) —Payable_ U.S. Treasury _ Other _ 
Trading partner 
Department of Agriculture $ 185 § - § - 
Department of Commerce 481 . - 
Department of Interior 63 - - 
Department of Justice 203 : - 
Department of the Navy 1 - 
United States Postal Service 105 - 27,000 
Department of State 54 - - 
Department of the Treasury 205 7,718,557 . 
Office of Personne] Management 456 - 12,700 
Social Security Administration 221 - 11 
Department of Veterans Affairs 469 - : 
General Services Administration 19,508 - 1,355 
Railroad Retirement Board 2 - 28,268 
Department of Transportation 38 - - 
Small Business Administration i : - 
Department of Health and Human Services 1,042 - 354 
Department of Housing and Urban Development 44 - 
Department of Energy 706 . 300 
Department of Education - - 47 
Department of Defense 14 : - 
Treasury General Fund - : 61,637 
Other 1,692 - 63 


$ 25,490 § 7,718,557 $__ 131,735 
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INTRA-GOVERNMENTAL EARNED REVENUES AND RELATED COSTS 


Intra-governmental earned revenue and the related costs to generate that revenue for the year ended September 30, 
2002 consisted of the following: 
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Earned 
(Dollars in thousands) Revenue _ 
Trading partner 

Department of Agriculture $ 104,303 
Department of Commerce 21,172 
Department of Interior 79,850 
Department of Justice 102,850 
Department of the Navy 359,403 
United States Postal Service 932,282 
Department of State 8,084 
Department of the Treasury 136,881 
Department of the Army 284,072 
Office of Personnel Management 1,270 
Social Security Administration 29,707 
U.S. Nuclear Regulatory Commission 1,192 
Department of Veterans Affairs 165,166 
General Services Administration 17,549 
National Science Foundation 148 
Department of the Air Force 170,989 
Federal Emergency Management Agency 23,456 
Tennessee Valley Authority 63,169 
Environmental Protection Agency 4,211 
Department of Transportation 108,159 
Agency for International Development 6,220 
Small Business Administration 4,250 
Department of Health and Human Services 29,658 
National Aeronautics and Space Administration 6,738 
Department of Housing and Urban Development 8,147 
Department of Energy 9,625 
Department of Education 17,149 
Department of Defense 92,320 
Other 84.516 

$ 2,872,536 

Gross Cost 
To Generate 
Revenue 
Budget Functional Classification 

Education, Training and Employment $ 53,882 
Income Security 2,817,679 
Health 975 

$_ 2,872,536 
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REQUIRED SUPPLEMENTARY INFORMATION 


INTRA-GOVERNMENTAL NON-EXCHANGE REVENUE 


Intra-governmental non-exchange revenue for the year ended September 30, 2002 consisted of the following: 


(Dollars in thousands) __interest _ Taxes 
Trading partner 

Department of the Treasury $ 5,087,234 § 

Treasury General Fund . 7,179,939 


5,087,234 7,179,939 
pL S723? 
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Management and Performance Challenges 


Oifice of Inspector General 


Top Management Issues at the U.S. Department of Labor 
January 2003 


Following are the ten areas that the Office of Inspector General considers the most serious management challenges 
currently facing the Department: 


Grant Accountability, Performance, and Effectiveness 
WIA Program Implementation 

Financial Performance 

Accountability: Budget and Performance Integration 
Security of Pension Assets 

Protection of Worker Benefit Funds 

Information Technology and Electronic Government 
Integrity of Foreign Labor Certification Programs 
Human Capital Management 

Effectiveness of Mine Safety and Health Programs 


Grant Accountability, Performance, and Effectiveness 

The Department continues to face challenges in effectively providing accountability for the costs and results of its grant 
programs. The Department provides almost $9.5 billion in grants each year, mostly in the employment and training area. 
However, there are inherent risks associated with these grants because a large share of the funding is passed down to 
subgrantees and contractors, making it difficult to provide direct Federal oversight. In addition, many of the grantees are 
relatively small and/or new to administering Federal grants. Recent OIG audits highlight our concerns about 
accountability over DOL grants in the following areas under this initiative: 


Preaward/Award: Federal program regulations establish requirements related to procurements, including the use of 
competitive procurement procedures in selecting and awarding funds to entities to provide services. We have identified 
instances where subgrants and contracts were awarded without competition, contrary to program requirements. We have 
also found weak internal controls over the awards process, and instances where services were performed in the absence of 
a contract or grant agreement. For example, our March 2002 audit of a Welfare-to-Work (WtW) grantee that received over 
$500,000 in WtW funds found that procurement procedures were not followed in selecting the grantee as a WtW service 
provider. We also determined that the grantee was not financially solvent, and had not demonstrated success in 
administering Federal grant funds, which the OIG concluded adversely affected the quality of training provided. During the 
course of our audit, state officials terminated the grant. 


Grant Execution: The purpose and objectives of Federal grant programs are set out in statutes, regulations, and grant 
agreements. These grants and subgrants establish performance levels that must be achieved. In addition, program laws, 
regulations, and individual agreements impose requirements that affect allowable costs. We have identified numerous 
deficiencies related to inadequate performance and/or unallowable charges. For example, an OIG audit found that only 59 
participants were served under two WtW contracts that were expected to serve 170. Our March 2002 audit of a WtW 
competitive grantee found payments were: made for costs that were incurred before contracts were effective; in excess of 
grant limitations; inadequately supported; and/or not authorized by the grant agreement or individual contracts. After the 
issuance of this audit report, ETA did not extend this grant. 


Reporting: Recipients of Federal funds are required to maintain systems capable of recording and reporting accurate and 
timely financial, participant, and performance information. However, our November 2001 audit of DOL grants to assist 
trade-affected dislocated workers in El Paso, Texas found that the grantee’s management information system overstated the 
placement rate as 81%, as opposed to a rate of 36.2% as determined by our audit. In another WtW audit, the OIG found 
that required Federal reports were sporadically submitted, and those that were received were inaccurate. 
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Oversight: Because grant funds are spent by entities outside the Federal government, appropriate agency guidance, 
monitoring, and oversight of grantees are key to providing accountability over such funds. During our audits of several 
grants awarded to State Workforce Agencies to assure Y2K readiness, we learned ETA had informally issued guidance to the 
states that appeared to confuse or even contradict prior ETA instructions on the use of funds. In addition, recent OIG work 
with respect to selected states’ obligation and expenditure of WIA funds found that ETA had not issued clear definitions and 
reporting instructions regarding the reporting of obligations. 


Recently, the OIG has worked with ETA, DOL's largest grantor agency, to help assess weaknesses in its grant accountability 
procedures and to develop potential solutions. In April 2002, ETA took a significant step toward improving accountability 
when it issued a grant/contract administration implementation plan that addressed many of the OIG’s concerns. The plan 
included a comprehensive list of issues, recommendations, timelines, responsible offices, and budgetary needs and 
identified specific, measurable strategies to be implemented. The OIG will continue to work with ETA and the Department 
to improve accountability over DOL grants so that funds are properly managed. 


The OIG previously identified the rapid expansion of the Bureau of International Labor Affairs (ILAB) as one of the top 
management challenges facing the Department. While ILAB has improved its grant accountability by implementing most of 
the recommendations from prior OIG audits and evaluations, additional improvements are needed. Specifically, actions 
need to be taken to improve internal controls and system security over the Activity Tracking System, which ILAB developed 
to provide day-to-day project financial information. In addition, DOL’s Office of Administration and Management, Office of 
the Chief Financial Officer, and ILAB need to work together to ensure that ILAB is able to obtain pertinent, timely 
information from DOL's Core Financial Management System. 


WIA Program Implementation 

The Department also faces significant challenges associated with WIA training and employment programs for youth, adults, 
and dislocated workers. Designed to improve the occupational skills, employment prospects, and earning potential of 
participants, these programs are funded at billions of dollars annually. The upcoming reauthorization of WIA and related 
rulemaking, as well as OIG recommendations on WIA activities, present opportunities to make needed improvements to the 
operation of these key programs. 


Resolving Inconsistencies in WIA: Traditionally, a tension has existed between providing states and local governments 
maximum flexibility in running employment and training programs and assuring financial and performance accountability 
for such programs. Both increased accountability and state and local flexibility are among the seven key principles 
embodied in the Workforce Investment Act of 1998, which superseded the Job Training Partnership Act on 

July 1, 2000. 


In implementing WIA, the Department left many key terms and definitions to state discretion. Some of these impact on 
reporting against performance measures. For example, credential attainment is a performance measure for the WIA adult, 
dislocated worker, and youth training programs, and states compete for incentive money based on their achievement of this 
and other performance measures. However, the states have wide latitude in determining the definition of “credential.” As a 
result, depending on states’ policies, credentials could encompass anything from a twc week word processing course to a 
two-year associate’s degree. Also, recent OIG work with respect to selected states’ obligations and expenditures of WIA 
funds found confusion exists over ETA’s definition of what constitutes a local obligation that states are required to report on 
Financial Status Reports. In fact, we found disagreement existed even within ETA, which administers WIA, over this key 
reporting term. We noted states interpreted ETA’s definition differently, which resulted in inconsistent reporting of this item. 
ETA recently issued guidance to clarify key WIA financial reporting terms and instructions. 


WIA authorizes appropriations through FY 2003. As WIA reauthorization is debated next year, the Department will be 
challenged to work with the Congress in drafting replacement legislation and issuing implementing regulations that strike 
an appropriate balance between the sometimes competing interests of accountability and flexibility. 
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Financial Performance 

One of the goals of the President's Management Agenda is improved financial management. The Department has made 
great strides in financial reporting and has received clean audit opinions on its financial statements since FY 1997. This 
progress is reflected in the Department's improved rating on the OMB Scorecard that measures progress towards 
implementing the Agenda. Previously rated as “red” in the category of financial management, the DOL recently received a 
score of “yellow” for its progress in this area. Nevertheless, the Department faces significant challenges in producing 
timely financial information that can be used in its day-to-day management. To do so, the Department must stress proactive 
management of its financial records over financial statement preparation. Financial events and transactions need to be 
recorded when they occur rather than at year-end. There have been improvements in this area as the Department has 
complied with OMB’s required semiannual financial statements. However, key to the proactive management of the 
Department's financial records is vesting the necessary authority in the Department's Chief Financial Officer (CFO) to 
provide direct oversight of all financial management operations of the various DOL agencies. Historically, the CFO has not 
had this authority. 


Another challenge in this area is the adequacy of information being provided to the Department via audit reports 
conducted by independent public accountants or state auditors under the Single Audit Act. Over 90% of the Department's 
expenditures are audited under the Single Audit Act by independent public accountants or state auditors throughout the 
country. The Department relies on the Single Audit Act to provide audits for grant costs as well as for Unemployment 
Insurance (UI) benefit costs and employer tax receipts at each of the states. During FY 2002, in addition to its scheduled 
single audit reviews, the OIG conducted comprehensive quality control reviews of six single audits. The results of these 
reviews indicate that all six had serious deficiencies, including inadequate sampling, which would make the reports 
unreliable. As a result, the OIG is increasing our monitoring and evaluation of single audits, and will be working with 
DOU's grantor agencies to improve their monitoring and evaluation activities. Further, in coordination with OMB, the OIG 
will continue our multi-year review of single audit reports to determine the adequacy of the audit coverage and whether 
DOL can continue relying on them for financial management purposes. 


Accountability: Budget and Performance Integration 

Performance budgeting is also a major focus of the President's Management Agenda, which calls for further integrating 
budget and performance to foster a results-oriented Department that is guided by performance rather than process. To this 
end, the Department has taken initial steps toward instituting a performance budget for FY 2004. Key to the Department's 
success in integrating budget and performance will be effective strategic planning, as envisioned by the Government 
Performance and Results Act (GPRA), and the ability to improve the quality and accessibility of program and cost data, 
including data reported by entities below the Federal level, which serve as a basis for determining the results achieved by 
programs and operations. Another important tool in the effort to link budget to program outcomes is the Federal 
Accounting Standards Advisory Board’s Statement of Federal Financial Accounting Standard Number 4, which is aimed at 
providing reliable and timely accounting for the full cost of Federal programs and activities. 


Quality of Program Data: The Department is limited in its ability to access and control the quality of program results data 
used to determine the attainment of its strategic plan goals. This includes difficulties associated with ensuring the quality of 
the myriad data provided by states and other sources below the Federal level, where 90% of the Department's budget is 
actually spent. For example, past OIG audits of the WtW Competitive Grants, Dislocated Worker, and Trade programs 
disclosed high error rates in performance data reported to the Department by its state partners and other grantees. The 
errors affected performance measures, including participants’ wages, training activities, and successes in obtaining jobs, 
that serve as key indicators in determining the outcomes and success u, the program. ETA has initiated a data validation 
project to create more precise programming specifications and standards for use in validating that the state data concerning 
WtW, WIA, and other ETA programs are correctly reported to ETA. The OIG will continue to follow ETA’s progress in 
implementing the data validation project to assure the reliability of program data. 


Access to Data: Two important tenets of GPRA are that agencies must evaluate program effectiveness and validate 
performance data. In the employment and training area, it is particularly important to know whether programs have 
resulted in individuals becoming self-sufficient by obtaining long-term unsubsidized employment at livable wages. Two 
important tools that may be used to this end are UI and Social Security Administration wage records of individual program 
participants. However, the Department is limited in its ability to obtain such data for program evaluation and validation 
purposes in a timely manner. To enhance its ability to conduct program evaluation and validation in this and other equally 
important areas, the Department needs to have statutory authority to easily obtain and utilize these types of records, 
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including the infurmation contained in the National Directory of New Hires, which is administered by the Department of 
Health and Human Services. 


Managerial Cost Accounting: Once performance data are determined to be reliable, managerial cost accounting, which 
matches cost information with program results, is the next step in managing for results. During FY 1999, the Department 
began implementing the managerial cost accounting standard through agency pilot programs. It was planned that the low- 
level structures developed in the pilot studies would ultimately be aggregated to result in an integrated agency-wide cost 
accounting system. However, during FY 2001, the Department abandoned this “bottom-up” 

approach and began focusing on initiating a “top-down” alternative approach to the implementation of managerial cost 
accounting. This effort was to be defined by disaggregating high-level agency activities into their components. 


The OIG has recently reviewed the implementation efforts of these revised FY 2001 cost accounting plans, and found that 
overall, the project has had little impact on DOL's managerial cost accounting system, practices, or capabilities. With the 
notable exception of the Bureau of Labor Statistics, agency and program managers have been reluctant to either begin the 
cost accounting process or advance beyond participating in isolated pilot cost studies. The OIG recognizes that an 
important step in assuring the proper implementation of a managerial cost accounting system was taken in early September 
2002, when the Deputy Secretary of Labor asked that the CFO oversee the Department's cost accounting policy and 
program. Another important element for matching the full cost of program activities to program results (cost-effectiveness) 
is the ability to associate employee time with specific activities (activity-based costing), and it was hoped that this element 
would be included in DOL’s new payroll system. However, activity-based costing was not included in the payroll system, 
which was implemented in August 2002. 


The OIG plans to review the CFO’s plans for the implementation of cost accounting and specific agency or program 
implementation efforts. In order for DOL’s GPRA reporting to be credible, it is important for DOL to ensure that the 
performance and cost information generated is accurate, accessible, and auditable. 


Security of Pension Assets 

The Department is responsible for administering and enforcing the fiduciary, reporting, and disclosure provisions of 

Title | of the Employee Retirement Income Security Act of 1974 (ERISA). The goal of Title | is to protect the interests of 
participants and their beneficiaries in employee benefit plans. Currently, there are over 6 million private employee benefit 
plans, which cover approximately 150 million people, with nearly $5 trillion in assets. Given the size of this universe, 
protecting pension assets poses a significant challenge for the Department. The OIG has identified the following areas as 
particularly problematic: 


Safeguards to Protect Pension Assets: Over the years, the OIG has advocated that ERISA be amended in order to increase 
protections for pension plan participants. In particular, we have recommended that Section 103(a)(3)(C) of ERISA be 
repealed. This section contains a provision that results in inadequate auditing of pension plan assets because it exempts 
from audit all pension plan funds that have been invested in institutions such as savings and loans, banks, or insurance 
companies regulated by Federal or state governments. Currently, because of this limited scope provision, plan auditors 
conducting audits of pension plans cannot render an opinion on the plans’ financial statements in accordance with 
professional auditing standards. These “no opinion” audits provide no substantive assurance of asset integrity to benefit 
participants or the Department. The Department has concurred with our recommendation through the years and has 
submitted legislative proposals that would repeal this provision. We urge the Department to continue to push for legislative 
change in order to adequately protect pension assets. 


Further, we have recommended that plan auditors be required to report any ERISA violations directly to the Department. 
The public accounting profession has a responsibility to be cognizant of potential fraud and other illegal acts in financial 
statement audits. However, under current law, a plan auditor who finds a potential ERISA violation is not required to report 
it to the Department. In the interests of plan participants, plan auditors or administrators should be required to promptly 
report to the Department any ERISA violations. 


In addition, we believe that more clarity and guidance is needed on computing participant benefits, particularly with 
respect to cash balance plans, a growing segment of the pension universe. Industry sources estimate that, since the mid- 
1980s, 300 to 700 traditional defined benefit pension plans have converted to cash balance plans, potentially affecting over 
8 million working Americans and involving over $334 billion in pension assets. The OIG recently audited a judgmental 
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sample of cash balance plan conversions and found thai while the conversions adequately protected accrued benefits, 
some of the sampled cash balance plans were underpaying benefits after the conversions. This was due to employer errors 
made while projecting participant benefits and cost-of-living allowances. We also found that while the Pension and 
Welfare Benefits Administration (PWBA) focused on disclosure and education, it did not review the manner in which plans 
calculated accrued benefits for those employees who left before nusmal retirement age (usually age 65). We recommended 
that PWBA direct more enforcement resources toward protecting the benefits of cash balance plan participants, and work 
with the IRS in developing improved guidance on calculating participant accrued benefits. By taking a more active role in 
protecting cash balance plan participant benefits, PWBA can help prevent future losses and correct underpayments for 
workers participating in cash balance plans. 


In response, PWBA stated that its enforcement oversight responsibilities are statutorily restricted. Although the IRS has the 
exclusive authority to issue regulations regarding participant benefits, PWBA has concurrent enforcement authority and 
fiduciary responsibility over participant benefits, and we believe that it should work with the IRS on such regulatory issues. 


Pension Plan Enforcement: Another area of concern involves the security of the billions of dollars in assets in private 
pension plans, which are an att:active target to organized crime elements, corrupt pension plan officials, and individuals 
who influence the investment activity of pension assets. 


In particular, OIG labor racketeering investigations continue to show that the security of the assets w thin Taft-Hartley plans, 
which are jointly administered by labor union representatives and management representatives, is at risk. In 1997 the OIG 
identified the risk posed by corrupt financial investment and service providers who have the opportunity and ability to 
structure complex financial schemes to conceal their criminal activity. Our investigations of these schemes have uncovered 
multi-million dollar fraud enterprises. Abuses by service providers are of particular concern because of the potential for 
multi-million dollar losses; they typically provide investment or financial advice for more than one plan. A clear illustration 
is the Capital Consultants, Inc., case, one of the largest pension frauds in history, in which hundreds of millions of dollars 
were bilked from dozens of union pension funds. 


In addition, we have renewed concerned about the security of the assets in employer-sponsored 401(k) plans. In 1997, 

OIG testimony highlighted the problem of employers failing to promptly and appropriately deposit employee contributions 

into 401(k) plans. At that time, we believed PWBA needed to improve the targeting of its investigative resources toward 

plans with the most serious potential for abuse. The OIG believes that it is imperative that the Department have in place an 
effective targeting plan in order to meet the challenges posed by such fraud. Within our jurisdiction, the OIG is developing. 
investigative casework on the growing 401(k) plans that are jointly administered by union and management trustees, and 

we will continue to monitor the Department's targeting efforts in this area. 


Protection of Worker Benefit Funds 

Safeguarding Federal employee benefits programs administered by the Department of Labor is a formidable challenge, given 
the existing vulnerabilities and the sheer scope of these programs, which affect the lives of millions of workers and retirees 
and involve billions of taxpayer dollars. The OIG has identified vulnerabilities involving financial stability and program 
integrity within four of the Department’s major worker benefit programs. 


Funding Concerns 

Unemployment Trust Fund: The unemployment trust fund (UTF) was created in 1935 to protect workers during temporary 
periods of unemployment by providing income maintenance benefits. States provide temporary financial assistance, which 
is financed by employer taxes. This program paid over $50 billion in benefits in FY 2002. 


Recent circumstances have heightened the OIG’s concern that states may not have adequate reserves to meet the demands 
on their trust funds. After several years of decreasing unemployment, the national unemployment rate has increased over 
the last two years from 4% in FY 2000 to a current rate of over 5.5%. The Department has estimated that, should a severe 
recession occur, UTF net assets would decline by $60 billion, or 68%, over four years. Last year, we reported our concern 
that 19 states’ trust funds were reported by the Department in its financial statements as minimally solvent in FY 2000, 
which was a period of economic expansion, and were therefore vulnerable to depletion during a recession. As of 
September 30, 2002, 30 states are being reported as minimally solvent. 
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Another issue affecting UTF assets relates to the Department of the Treasury’s charges to the UTF for its work in collecting 
and processing unemployment taxes and administering the fund. In a 1999 audit, the OIG determined that the Treasury 
had overcharged the UTF $48 million during FYs 1996, 1997, and 1998, This audit found that Treasury's method of 
charging for administrative costs was fragmented, cumbersome, and unreliable. The OIG recommended that the 
Departments of Labor and Treasury negotiate an alternative method for charging administrative costs. As a result of our 
audit, the Treasury Inspector General for Tax Administration is currently looking at Treasury's charges to the UTF. In 
addition, the OIG is facilitating, and DOL and Treasury officials are pursuing, an agreement on a new methodology for 
determining Treasury's administrative costs. Once agreement is reached, the OIG will continue to work with the involved 
parties to ensure that the new methodology is implemented and the $48 million in overcharges we identified in 1999-and 
any overcharges for subsequent periods—are credited to the UTF. 


In addition, overpayment problems in the Ul program are of significant concern. As part of our audit of the DOL FY 2001 
financial statements, we noted that the Benefits Accuracy Measurement (BAM) system, which was developed by the 
Department as a management tool to identify overpayment problems, projected overpayments of $2.3 billion for FY 2001. 
For the same period, actual overpayments identified through states’ Benefit Payment Control (BPC) activities—under which 
each state identifies and investigates benefit overpayments, establishes receivables, and collects overpayments-totaled $669 
million, or less than one third of the amount estimated by BAM activities. We also noted that overpayment rates projected 
by BAM have remained relatively flat at approximately 8.5% over the past 12 years. This raised a concern that the BAM 
system was not being utilized to reduce the amount of overpayments, and the OIG’s ongoing audit work in this area 
continues to indicate that the information provided by BAM is not being utilized fully to prevent overpayment problems. 
ETA intends to provide more accountability and oversight with respect to Ul overpayments, in part by developing a related 
outcome goal within the Department’s GPRA framework. 


Black Lung Trust Fund Deficit! DOL administers the Black Lung Trust Fund to provide disability benefits and medical services 
to eligible workers in the coal mining industry, when a mine operator cannot be determined liable for providing such 
benefits. The OIG is concerned with the escalating indebtedness of the trust fund. The Department's consolidated financial 
statements for FY 2001 reflect that the trust fund was in debt by $7.3 billion to the U.S. Treasury. This debt resulted from 
advances provided to the program, which have become an annual necessity for the trust fund to operate. Currently, the 
excise taxes are sufficient to pay benefits and administrative costs; however, the trust fund must continue to borrow from the 
Treasury to pay the interest due on past advances. 


DOL's annual projections of future receipts and outlays indicate that cumulative borrowings from the Treasury could total 
$32.3 billion (unaudited) or more by 2040. According to DOL's estimates, the excise tax collections by 2040 would cover 
less than 30% of the interest that is accruing and annual advances will exceed $1.2 billion per year. The Department has 
acknowledged that, if current operating conditions continue, a change in the statutory operating structure of the trust fund 
will be necessary to meet its obligations. The Department is working with the Congress on legislation to address the Trust 
Fund's current debt to the U.S. Treasury and extend current Trust Fund excise tax rates. 


Energy Employees’ Occupational Illness Compensation Programs: The Energy Employees’ Occupational Illness Compensation 
Program Act of 2000 authorized compensation for certain illnesses suffered by employees of the Department of Energy, its 
predecessor agencies, and contractors who performed work for the nuclear weapons program. Presently, the program is in 
the developmental stages with payments expected to increase dramatically over the next several years, presenting a 
significant challenge to the Department. 


Program Integrity 

Unemployment Insurance: The integrity of the Ul program is also of concern to the OIG. As with any multi-billion dollar 
benefit payment program, there are those who benefit from the UI program illegally. Through our UI investigative activities, 
we have identified a number of methods used to defraud the program and have focused on four schemes in particular: (1) 
fictitious and/or fraudulent employer schemes; (2) internal embezzlement schemes; (3) identity theft or imposter schemes; 
and (4) counterfeiting of UI benefit checks. We are particularly concerned with identity theft or imposter schemes, which 
occur when individual identities are stolen and then used to apply for Ul benefits. Further, our investigations have 
disclosed that the ability to file electronic and mail claims creates a vulnerability because individuals have the opportunity 
to defraud multiple states from a single location. Schemes against the Ul program have resulted in substantial losses to the 
UTF. In addition, systemic weaknesses pose problems for the Ul system that need to be addressed, including loss of 
contributions due to hidden wages and misclassification of workers by their employers. 
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Recent OIG testimony on the integrity and abuse of the UI program highlighted several recommendations to the 
Department for strengthening the program. Among our recommendations are enhancing fraud detection and investigative 
training for state personnel who are responsible for benefit payment control and internal security. This training should focus 
on fraud prevention and detection, information sharing regarding common fraud schemes, and dissemination of best 
practices used by the states. This transfer of knowledge would assist the states in their efforts to improve their enforcement 
and oversight capabilities. 


Federal Employees’ Compensation Act: Recent OIG testimony highlighted some of our management and operational 
concerns regarding the Federal Employees’ Compensation Act (FECA) program, which provides compensation and medical 
care for Federal employees who suffer job-related injuries, diseases, or death. While the Department has initiated 

several measures to enhance the integrity of the $2 billion FECA program, OIG investigations continue to disclose the 
vulnerabilities to fraud committed by medical providers and claimants. Fraudulent activities by medical providers 

include billing the government for services that were not rendered, charging multiple times for the same procedure, 

billing for non-existent illnesses or injuries, and overcharging for services. Claimant fraud activities include reporting 

false injuries, recovering but then continuing to claim benefits, and failing to report or underreporting outside 

employment income to the Department. 


Information Technology and Electronic Government 

The expansion of electronic government is also among the aims of the President's Management Agenda. This presents 
challenges for the Department, such as the security of its information technology (IT) assets, the seamless implementation of 
its new IT architecture, and the integrity of its benefits program in an electronic government environment. 


Pursuant to the Government Information Security Reform Act, we provided to the Office of Management and Budget the 
OIG's Executive Summary Report on the results of OIG IT audits and evaluations during FY 2002. Based on 16 audits and 
evaluations, including systems security tests, and the independent verification and validation of the Department's Plans of 
Action and Milestones, we found DOL is improving upon its information security program. The Department has provided 
much needed direction for its information security program, resulting in a more coordinated and comprehensive approach 
in implementing system security. However, while the efforts by the Department and program components are notable, the 
OIG continues to identify areas needing improvement. The Department will continue to be challenged in assessing risks; 
implementing preventive and/or detective management, operational, and technical controls; and identifying vulnerabilities 
through iterative testing and managing the related mitigation activities. 


Security of IT Assets: DOL currently operates 82 sensitive systems, including mission-critical information systems, 
encompassing application and general support systems. The Department relies on these systems to monitor and analyze 
the nation’s labor market and economic activities, manage workforce services, and protect and compensate American 
workers. Recent OIG audits revealed specific vulnerabilities in computer security and protection of assets. Further, the 
Department is also implementing a new IT enterprise-wide architecture and is modernizing its IT systems accordingly. 
Although the Department has been proactive in moving to correct weaknesses as they are identified, the Depariment needs 
to continue its efforts to secure its major systems against threats and loss of assets at the system level. 


ClO Authority: The Chief Information Officer (CIO) is the Departmental official responsible for establishing information 
technology policy, providing oversight of IT assets, and ensuring compliance with a host of IT requirements. Currently, the 
CIO is the Assistant Secretary for Administration and Management, who is also responsible for providing leadership in a 
number of administrative areas. In our opinion, having this dual role may either divert attention from, or conflict with, the 
ClO’s responsibilities. The OIG believes that, like the Chief Financial Officer (CFO), who is responsible for establishing 
policy, providing oversight, and ensuring compliance relative to financial management, the ClO should be organizationally 
independent in the Department. 


We do not disagree with the Department's position that the incumbent ClO and Deputy ClO have been successful under 
the current structure, nor do we disagree that aligning the ClO organization with OASAM provides certain advantages in 
planning and funding priorities. The fact that the current ClO and Deputy CIO have had significant successes in 
information technology management in the Department does not guarantee that all future ClOs will enjoy the same level of 
success. Further, no DOL agency or component should have to be directly aligned with OASAM in order to be properly 
reflected in the Department's strategic planning or to receive the appropriate level of funding. We believe that in the long 
run, the Department will best be served by situating the ClO to be more organizationally independent with the sole focus 
of information technology management. Lastly, from the standpoint of the future importance and role of information 
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technology in carrying out the Department's business, the willingness of having a ClO in a shared role with that of the 
Assistant Secretary of OASAM could allow for the possibility that information management duties may not always be the 
primary duties of the Department's future ClOs. 


Program Integrity in an Electronic Environment: The Department and its program partners are moving from a paper 
environment to an electronic one for the delivery of services, benefits, and program administration. The use of automated 
procedures and Internet communications has the potential to broaden the range of services, increase hours of operation, 
and reduce administrative costs. However, this move also brings new and increased vulnerability to misuse, fraud, and 
monetary loss. This has been evidenced in recent OIG casework in the Department's worker benefits and Ul programs. 
Therefore, to assure program integrity, the Department must assess the risks involved and utilize a comprehensive, 
integrated approach to oversight and enforcement that addresses technological changes to how services are provided and 
benefits paid. 


Integrity of Foreign Labor Certification Programs 

The Department's foreign labor certification programs provide employers access to foreign labor. The permanent H-2A and 
H-2B programs are designed to ensure that the admission of alien workers does not adversely affect the job opportunities, 
wages, and working conditions of American workers or legal resident aliens. The H-1B Visa Specialty Workers program 
helps employers compete in the global market by giving them access to highly qualified individuals in specialty 
occupations. Abuses of these programs may result in economic harm to American workers and businesses, exploitation of 
foreign workers, and security risks associated with aliens who are admitted to this country by fraudulent means. 


The Department's ability to enhance the integrity of the H-1B program is severely challenged because it lacks the authority 
to validate information on applications completed by program participants. Under the program, employers who intend to 
temporarily employ foreign specialty-occupation workers are required to file labor condition applications with the 
Department stating that appropriate wage rates will be paid and workplace guidelines followed. DOL is statutorily required 
to certify applications unless it determines them to be “incomplete or obviously inaccurate.” Under current law, the 
Department's role in reviewing labor condition applications amounts to a rubber stamp. 


The OIG believes that if the Department is to have a meaningful role in the labor certification process, it should have 
corresponding statutory authority to ensure the integrity of the process, including verifying the accuracy of information 
provided on labor condition applications. This is critical because the OIG continues to identify fraud in the foreign labor 
certification programs, particularly the H-1B program. These cases involve fraudulent petitions filed with DOL on behalt of 
fictitious companies and corporations, petitions that use the names of legitimate companies and corporations without their 
knowledge or permission, and immigration attorneys and labor brokers who collect fees and file fraudulent applications on 
behalf of aliens. For example, a recent joint investigation led by the OIG found that a Virginia attorney, with the help of 
associates, filed 1,400 fraudulent labor certification applications. For one small restaurant, he filed 238 applications for 
cooks over a period of 17 montis. The attorney was indicted in September 2002 on charges including labor certification 
and immigration fraud. 


Human Capital Management 

The management of human capital will present a significant challenge to the Department over the next decade, due to 
anticipated workforce and skills shortages. As many Federal workers become eligible for retirement, the Department's ability 
to recruit and retain highly qualified people will be essential to the successful accomplishment of its mission. The Department 
projects that 27% of its workforce, as well as about 50% of its supervisors, are eligible to retire within the next five years. The 
resulting need for human capital planning across government has been highlighted both in the President’s Management 
Agenda and a 2001 General Accounting Office report that added strategic human capital management to its list of Federal 
programs and operations identified as high risk. 


Recognizing this challenge, the Department has instituted a number of policies to maximize its recruitment and retention of 
talented people. These include increased use of special hiring programs, telework, flexible work schedules, transportation 
and childcare subsidies, training and professional development, succession planning, and retention and recruitment 
bonuses. The Department also has indicated that it plans to implement a Department-wide strategy to address succession 
planning, core competency analysis and training, and the further use of personnel flexibilities. Maximizing the efficiency 
and utilization of these programs must remain a priority if the Department is to be truly effective in attracting and keeping 
the best people. 
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The OIG recently evaluated both the Department's telework program and its participation in the Presidential Management 
Internship program, which is designed to attract individuals with advanced degrees to Federal service. In these studies, we 
identified ways to improve the use of these programs as recruitment and retention tools. 


In addition, there are a number of specific legislative, regulatory, and policy changes that would be helpful to Federal 
agencies like DOL in more effectively competing with private industry for highly skilled personnel and in retaining qualified 
employees. Flexibilities are needed in the areas of salary levels, recruitment bonuses, and promotions, as well as a number 
of hiring rules such as the number of selected qualified candidates who may be considered from a certification list. With 
such flexibilities, however, comes an even greater responsibility for DOL management to ensure that any new authorities 
are applied appropriately. 


Effectiveness of Mine Safety and Health Programs 

In January 2001, the OIG listed enhancing the effectiveness of programs administered by the Mine Safety and Health 
Administration (MSHA) as a management challenge to the Department. Prior evaluations by the OIG had identified a 
number of mine health and safety issues needing the Department's attention to ensure programs that protect miners from 
injury or death operate efficiently and effectively. MSHA has taken significant steps toward addressing the 
recommendations that resulted from those evaluations, and will be challenged in the coming year to fully implement 
outstanding recommendations, some of which require rulemaking. 


For example, an OIG evaluation found MSHA was unable to complete statutorily mandated inspections of Metal/Nonmetal 
mine operations because of the rapid growth in mine operations, reductions in the numbers of inspectors, and shifts toward 
compliance assistance. Chief among our recommendations was that MSHA study its enforcement and compliance 
assistance programs to determine which have been most effective in reducing injuries and fatalities. In response to our 
report, MSHA has completed this review. It is also developing a nationwide “Special Emphasis” program, based on input 
from district offices, to concentrate its safety and health inspectorate on mines with excessive incidence, injury, and illness 
rates. Additionally, MSHA has taken steps to reinstate the program for accident reduction or a derivation of that program. 


MSHA has also developed a plan to encourage districts to achieve more consistency in inspections and enforcement 
nationwide. It also reviewed statistical data to better identify/forecast injury and fatality trends at mining operations, so as 
to focus their safety and health compliance specialists in areas where these events are more likely to occur. 


In the area of hazard complaints, MSHA continues to implement recommendations from an OIG evaluation that found 
more needed to be done to improve the intake, management, tracking, and analysis of complaints. To that end, MSHA has 
completed a final review of its Hazard Complaint Procedures Handbook, which addresses these areas of concern. The 
handbook will be distributed to all enforcement personnel and integrated into inspector training modules at the National 
Mine Health and Safety Academy. 


Finally, an OIG evaluation of MSHA’s handling of inspections at the W.R. Grace & Company Mine in Libby, Montana, 
identified five areas where MSHA could do more to protect miners and their families against the health risks of exposure to 
asbestos. Three key recommendations require rulemaking: (1) lowering the permissible exposure limits for asbestos, (2) 
using a more effective method to analyze fiber samples that may contain asbestos, and (3) better addressing take-home 
contamination from asbestos. In response to these recommendations, MSHA issued an advance notice of proposed 
rulemaking on March 29, 2002, to request public comment. The benefits of rulemaking addressing these three areas would 
be the reduction or elimination of asbestos-related diseases arising from exposure to asbestos. Two additional 
recommendations pertaining to education and training have been resolved and closed based on MSHA’s implementation of 
the OIG's recommendations. @ 
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Management's Response to the Inspector General's Statement 
on the Tep Management Issues at the U.S. Department of Labor 


The Department has achieved significant progress during the past year in overcoming the top management challenges 
identified by the Inspector General in January 2002, and the President's Management Agenda Scorecard and the Inspector 
General's January 2003 statement on the top management issues offer clear recognition of DOL’s accomplishments. By the 
end of FY 2002, the Department's status ratings had improved to Yellow for four of the five items on the President's 
Management Agenda Scorecard, and progress for the same items was rated as Green, placing the Department as the highest 
rated Cabinet agency. The Inspector General's January 2003 statement removed one of the prior year’s challenges and 
indicated substantial progress for others. 


The Department anticipates that the results of initiatives to address several management issues during FY 2003 and a 
reassessment of other issues should enable the Inspector General to report even further progress in January 2004. In this 
regard, as referenced by the Inspector General’s statement, many concerns first raised last year about the effectiveness of 
mine safety and health programs have been fully addressed during FY 2002, and efforts are underway to revise regulations 
as necessary to resolve all of the remaining mine safety concerns. The expected completion during FY 2003 of a program 
that will enable States to validate the quality of their performance data before reporting the results of their job training 
programs to DOL should resolve the Department's data quality issues. The Inspector General's statement also repeats some 
challenges, particularly in the information technology arena, that DOL has comprehensively addressed in prior years; a 
reassessment of the responses should allow the Inspector General to close these issues or provide specific guidance to the 
Department about the additional measures required. 


Where a sustained effort is required by DOL over several years to address a management issue that impacts a core program 
or management priority, performance goals and strategies are targeted in the Department’s Annual Performance Plan. For 
example, the Department's Plan incorporates goals to address the human capital management issues faced by DOL as well 
as to improve the results of the job training programs identified in the Inspector General’s statement. Several issues require 
legislative action or otherwise fall outside of the Department's jurisdiction, as explained in management's response. To 
improve the clarity of presentation, the Department requests that the Inspector General segregate such items in future years’ 
statements of management issues, directing the recommendations to officials in a position to complete the required actions. 


Each management challenge and the actions taken or planned by the Department to address the conditions cited are 
discussed below. 


Grant Accountability, Performance, and Effectiveness 

DOL acknowledges that effective grants management and performance accountability are a continuing challenge in 
managing grants programs at the Federal, State, and local levels. DOL is pleased that the Office of Inspector General (OIG) 
has recognized the Department's efforts to improve the effectiveness of our grants management systems through the 
implementation of a comprehensive Contract/Grant Administration Plan. The Department has worked with OIG on the 
development of this plan, ard will continue to work with OIG throughout its implementation. 


Preaward/Award: OIG suggests that vulnerabilities associated with DOL-funded grants stem primarily from the fact that 
funds are passed down (often by formula) to second and third tier subgrantees and subcontractors, and because many of the 
ultimate recipients of funds are small organizations. While the first of the assertions is undoubtedly true, this decentralized 
system of funding and performance accountability, as acknowledged later in OIG’s Top Management Issues paper (see 
“Resolving Inconsistencies in WIA”), is a key feature of the Workforce Investment Act (WIA). While DOL is working to 
improve its oversight and monitoring capabilities, this must be accomplished within the framework of the decentralized 
system prescribed by the legislation. 


255 Annual Report Fiscal Year 2002 


Management and Performance Challenges 


Small and new grantees that are not accustomed to managing Federal grant funds are only a small fraction of DOL grant 
funds — for example, of the $17.5 million in grants under the faith-based initiative, $500,000 was awarded to small, 
community-based organizations. A report released by the White House Center for Faith-Based and Community Initiatives 
recommended that more funds be made available to non-traditional grantees, and DOL is working both to ensure that more 
funds are awarded to faith and community-based organizations and to improve the capacity of these organizations to 
manage the funds. 


Finally, as referenced by OIG, the grant to a Welfare-to-Work competitive grantee that was the subject of a March 2002 
audit was terminated based on the OIG audit and subsequent work by DOL staff. This serves as an example of effective 
monitoring and OIG/DOL cooperation. 


Grant Execution: DOL has engaged in an extensive program to provide training and technical assistance tools to grantees 
(particularly new grantees) with respect to the statutory, regulatory and performance requirements of their grants. Overall, 
DOL anticipates that this training will be an effective tool to improve performance and minimize disallowed costs. DOL is 
also implementing performance management and oversight strategies that should further improve grantee performance. 
DOL will continue to work with OIG and on the basis of our own monitoring to disallow costs, impose corrective actions 
and, where appropriate, terminate grantees. 


Reporting: DOL has been implementing internet-based financial and performance reporting systems. These systems have 
built-in edit checks and acceptance requirements that are designed to ensure timely and accurate reporting. The 
Department has also recently begun to implement an extensive performance reporting validation project to ensure that 
performance results reported by grantees conform to the definitions and criteria established by the applicable DOL 
program. 


Oversight: The Employment and Training Administration (ETA), DOL's largest grantor agency, has identified accountability 
over grant funding as a priority, as recognized by OIG in the discussion of this agency's Grant/Contract Administration 
Implementation Plan in the Top Management Issues paper. As part of this effort DOL recently issued, with OIG 
concurrence, clarifying guidance on the proper reporting of WIA obligations at the local level. Consistent with its focus on 
grant and contract administration in FY 2002, ETA established the requirement that at least half of all formula-funded grants 
be monitored on-site. 


The Department appreciates OIG’s recognition of the improvements achieved by the Bureau of International Labor Affairs 
(ILAB) with respect to accountability for grants issued. The Office of the Assistant Secretary for Administration and 
Management (OASAM), the Office of the Chief Financial Officer (OCFO), and ILAB will work together in FY 2003 to 
address further improvements in the area of financial management to help assure that ILAB receives pertinent and timely 
information. ILAB also plans to work with a contractor to improve internal controls and security over its Activity 
Tracking System — an internal system that serves as an unofficial tool for program managers to track budgets, 
expenditures, and obligations. 


WIA Program Implementation 

The Workforce Investment Act has provided a significant opportunity and challenge to create a new generation of 
workforce investment programs that respond to the career development needs of Americans and the human resource needs 
of America’s businesses. The Department has worked hard with the States and localities to build this system, and has 
learned many lessons in the process. The Department plans to incorporate these lessons into the process to reauthorize the 
Workforce Investment Act that will occur in 2003. Among the important areas in which the Department will propose 
changes is improving and simplifying the performance accountability system, including financial reporting. 


Resolving Inconsistencies in WIA 

Obligations and Expenditures: The Department has sent out revised reporting instructions reconimended by the General 
Accounting Office (GAO) and the Inspector General to clarify an immediate problem relating to reporting of local 
obligations, as noted in OIG’s Top Management Issues paper. GAO has also suggested that DOL concerns regarding the 
reliability of obligation data can be addressed by new requirements to report obligations made at the point of service 
delivery, rather than the current requirements that States report obligations reflected in the accounting records at the State 
or local level. However, the Department is concerned that such a requirement would be extremely burdensome and 
expensive to implement nationwide. DOL will follow the suggestion made by GAO to consult with the States on this 
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recommendation when financial reporting requirements are next reconsidered, but remains skeptical that the 
recommendation can be implemented. This consultation will most likely occur as part of discussions about WIA 
reauthorization. The Department is reluctant to make major interim changes. DOL concurs with the recommendations to 
provide guidance and technical assistance focused on accounting and reporting requirements and to share information on 
effective practices. To date, the Department’s concerns have been to identify the causes of low spending and related low 
service levels and to address them. Ensuring that all States are aware of requirements relating to the accounting of WIA 
funds will be a priority for the coming year. 


Definition of Credential: DOL and several other Federal agencies are working with the Office of Management and Budget 
(OMB) to develop a core set of performance measures that would apply to all Federally-funded job training programs, 
including WIA title | formula programs. Under this proposal, which is scheduled to take effect in FY 2004, the credential 
attainment measure for adult and dislocated workers would be eliminated. While it would remain for the youth program, 
DOL is working with the Department of Education’s Office of Vocational and Adult Education to develop a definition that 
would apply to all Federal youth employment programs. No interim changes to the credential definition are anticipated. 


Financial Performance 

The Department's Office of the Chief Financial Officer works closely with program agencies on financial management and 
compliance issues. This partnership has resulted in DOL's financial management status on OMB’s scorecard for the 
President's Management Agenda being upgraded from Red to Yellow, and its progress score being upgraded from Yellow to 
Green. The OCFO, however, believes that sound financial management goes well beyond the ability to produce timely and 
accurate financial statements. The ultimate goal of sound financial management is to provide DOL executives and program 
managers with information needed to make management decisions on a day-to-day basis. In FY 2003, the OCFO intends 
to work closely with each program agency to identify its needs and develop the tools and processes that will provide 
executives and managers with information that is essential for the effective management of their programs and activities. 


The OCFO is committed to fulfilling its responsibilities under the Single Audit Act and intends to increase its involvement in 
the oversight of grantor agency monitoring and evaluation activities. 


Accountability: Budget and Performance Integration 

The President's Management Agenda Scorecard, as of September 30, 2002, rated DOL as Yellow for budget and 
performance integration and recognized our progress in this area as Green, clearly reflecting the Department's commitment 
to this key milestone towards performance-based management. While the full integration of performance and budget is a 
multi-year project, DOL has made substantial strides during the past year that will culminate in the presentation to Congress 
in February 2003 of a complete performance budget for the Department for FY 2004. In addition, the Department has 
developed a plan to further improve the performance budget presentation for FY 2005 and the years beyond, as experience 
in this new approach to budgeting, more reliable performance information, and the increased availability of cost accounting 
data support more precise linkages between budget and performance. 


Quality of Program Data: The Department has adopted proactive measures to assure the quality of performance data that 
measure the results achieved by DOL programs, exceeding the standards established by OMB. Guidance included in OMB 
Circular No. A-11 defines performance data as acceptably reliable, “when there is neither a refusal nor a marked reluctance 
by agency managers or government decision makers to use the data in carrying out their responsibilities.” In addition, 
Circular No. A-11 provides that Federal agencies are not required to develop an independent capacity for verifying or 
validating performance data received from non-Federal sources, and instructs agencies to be mindful of the costs and 
anticipated benefits of improving the quality of program information which meets decision-makers’ needs. 


Notwithstanding OMB’s guidance, the Department has developed approaches for ensuring the validity of key data 
submitted by a variety of third parties, to improve the confidence of DOL management in the reliability of performance data 
that supports decisions critical to the well-being of the Nation’s workers. For example, both the Mine Safety and Health 
Administration (MSHA) and the Occupational Safety and Health Administration (OSHA) conduct audits of a selected 
number of mine operations and other businesses respectively, to verify the accuracy of the employers’ data pertaining to 
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injuries, illnesses, and lost productive time. The Bureau of International Labor Affairs relies on program evaluations to 
confirm the performance results reported by local project administrators who receive DOL grant funding through the 
International Labor Organization and other grantees, where applicable. The Department's OIG conducts selective audits to 
verify performance data from internal Departmental systems as well as third parties. 


With respect to the Department's employment and training programs, as OIG notes, DOL has mounted a data validity and 
verification program to improve the quality of program data from States and other grantees that are part of the workforce 
investment system. Development work has been substantially completed and will be followed by training and assistance in 
early 2003. Using this program, the States and grantees will be expected to validate the performance data that will be 
included in the Department's FY 2003 Annual Report for the employment and training goals. 


Access to Data: The Department agrees that Unemployment Insurance (Ul) Wage Record information and the National 
Directory of New Hires are important sources of information for determining program outcomes. The Department believes 
that the current statutory authority in WIA has been sufficient to provide needed access to Ul wage record information for 
program accountability reporting. The States and the Department have used UI wage record information as the source for 
reporting on the WIA employment indicators. The Department will propose to continue this authority with the 
reauthorization of WIA. The Department also has plans to work with the Department of Health and Human Services to 
explore mechanisms to combine selected New Hire information with that in Ul wage records to improve the usefulness of 
these as data sources for economic and program performance accountability information. In doing so, the Department will 
consider whether statutory authorization may be required. 


Managerial Cost Accounting: The Department supports the use of managerial cost accounting for results-oriented decision- 
making and measurement of program economy and effectiveness. In order to enhance the Department's managerial cost 
accounting efforts, the Office of the Chief Financial Officer is in the process of forming a division within its Office of 
Financial Integrity responsible for enhancing the Department's managerial accounting processes and facilitating the 
integration of performance and financial information at the operational level. These activities will be coordinated with 
OASAM's efforts to integrate budget and performance. 


Security of Pension Assets 

Safeguards to Protect Pension Assets: Between 1991 and 1997, the Department submitted legislative proposals calling for 
the repeal of the limited-scope audit provision and calling for reforms to strengthen plan audits. During that same period, 
the Department also proposed legislative changes that would require the direct reporting of certain criminal violations 
relating to employee benefit plans. Despite the Department's continued efforts, Congress has not enacted this legislation. 


Absent Congressional action, the Department continues to take steps to improve the audit process established by the 
Employee Retirement Income Security Act of 1974 (ERISA). Program initiatives of DOL include cooperative efforts with the 
accounting profession, such as referral of deficient accountant work to State boards of accounting and to the American 
Institute of Certified Public Accountants for appropriate remedial actions. In addition to these ongoing program efforts, the 
Department's Pension Welfare Benefits Administration (PWBA) continues its active involvement with the Financial 
Accounting Standards Board to develop accounting guidance for employee benefit plans. DOL recognizes that the 
problem of deficient audits remains in spite of the Department's compliance initiatives and is considering approaches to 
address these issues. 


With respect to cash balance plans, OIG issued a report in 2002 of its audit of PWBA’s oversight of cash balance pla. lump 
sum distributions. In its report, OIG recommended that PWBA direct more enforcement resources toward protecting the 
benefits of cash balance plans’ participant benefits, initiate specific action on the 13 plans identified by OIG in its audit 
report, and work with the Internal Revenue Service (IRS) to develop improved guidance for plan sponsors in calculating 
participant accrued benefits in cash balance plans. 


The Department’s regulatory and enforcement authority in this area is limited. DOL cannot take any enforcement action or 
begin working with the IRS on additional guidance until the IRS determines whether or not there were violations of Internal 
Revenue Code and ERISA. Consequently, the Department forwarded a copy of the OIG report and supporting work papers 
to the IRS for its review and comments. We are currently awaiting IRS’ response, and will provide assistance in developing 
new guidance if IRS determines this action is warranted. 
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Pension Plan Enforcement: The Department recognizes that pension funds represent a target for individuals with criminal 
intent and has responded to that challenge with a strong enforcement program. PWBA's enforcement mission is to deter 
and correct violations of Title | of ERISA and related criminal statutes. This is accomplished through civil and criminal 
investigations of plans, plan sponsors, fiduciaries, and service providers. During the past few years, there has been an 
increased commitment to our criminal enforcement program. During FY 2002, there were 134 indictments issued as a 
result of PWBA's criminal investigations, and convictions or pleas were entered in 49 different PWBA cases. PWBA 
criminal enforcement investigations resulted in the recovery of over $2.3 million on behalf of employee benefit plans or 
their participants and beneficiaries. In addition, PWBA closed 4,925 civil investigations of which 58 percent or 2,877 were 
with results. During this period, PWBA civil enforcement investigations had monetary results of over $830 million, 
approximately 27 percent more than FY 2001 and a record for the Agency. 


PWBA will continue to target criminal cases in various ways that have demonstrated successful results in the past such as 
analyzing computer data, gathering information through civil investigations, leads from plan participants, plan officials, 
informants, and media sources, and information gained from other government agencies. The Department also maintains 
close working relationships with other law enforcement agencies such as the U.S. Attorneys, the Federal Bureau of 
Investigations, the Postal Inspectors, and OIG. Finally, while not all fraud can be prevented, DOL is proactive in the early 
detection and prevention of criminal behavior by, among other things, aggressive outreach and education campaigns. 
Education campaigns create knowledgeable consumers who can assist in “policing” their own benefit plans. An informed 
public is a good source of early detection and prevention of criminal activity and the Department continues to leverage the 
knowledge of the public who may be in the best position to identify potential fraudulent behavior. 


The Department recognizes the importance of devoting appropriate enforcement resources to the review of service 
providers to employee benefit plans, including Taft-Hartley plans. In its Strategic Enforcement Plan, published in April 
2000, PWBA identified plan service providers as a national investigative priority. Investigations of plan service providers 
offer the opportunity to address abusive practices that may affect more than one plan, and by focusing investigative 
resources on plan service providers, PWBA can address violations involving many plans. Because such investigations 
generally result in larger recoveries for more plans and more participants, this approach allows PWBA to leverage its 
resources and obtain the maximum impact for the benefit of plan participants and beneficiaries. As pointed out by the 
OIG, an illustration of this investigative approach is PWBA's Capital Consultants, Inc. case in which, as a result of PWBA’s 
efforts, over $149 million have been recovered to date. In addition, 27 trustees have been precluded from involvement in 
employee benefit plans as fiduciaries or service providers. With respect to the criminal investigation, which PWBA 
conducted jointly with OIG, seven individuals have been indicted thus far. Four defendants have pled guilty and one of 
these defendants is serving a 24-month prison sentence. PWBA continues to investigate the trustees of other plans that 
invested with Capital Consultants. 


With respect to employer-sponsored 401(k) plans, PWBA has had a national enforcement project since 1995 focusing on 
the failure of employers to timely remit employee contributions to 401(k) plans. Since the beginning of the project through 
September 30, 2002, PWBA has opened 8,000 civil investigations and closed 6,538 civil investigations (4,428 with 
violations and monetary recoveries). Also, 170 criminal cases have been opened. Thus far, these cases have resulted in the 
criminal prosecution of 117 persons. PWBA has recovered over $170 million nationwide through this project. The 
investigations opened under this project are among the most successful for PWBA in teriiis of finding and correcting 
violations, due in large part to PWBA’s use of strategic targeting of resources. For example, in FY 2002, PWBA closed 1,351 
civil cases in this project, 1,062 of which (or 79 percent) resulted in corrected violations. This compares favorably to the 
overall ratio of cases closed with violations, which was 58 percent in FY 2002. A significant step occurred in March 2002, 
when the Department announced a final Voluntary Fiduciary Correction Program (VFCP). The VFCP enables 401(k) plan 
sponsors to self-correct delinquent participant contributions by restoring losses, including earnings, to plans. Applicants 
meeting the conditions of the VFCP are granted relief from any applicable excise taxes under a VFCP Class Exemption 
published. The Department has received 166 VFCP applications, most of which address correction of 401(k) contributions. 
To promote use of the VFCP, in 2002 the PWBA’s Web site posted Frequently Asked Questions on calculating earnings on 
delinquent 401(k) contributions under the VFCP. 
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Protection of Worker Benefit Funds 


Funding Concerns 

The Department is dedicated to the highest standards of financial stewardship and program integrity in administering funds 
that provide critical benefits to the Nation’s workers. The funding concerns identified by OIG are matters largely outside the 
Department's control. With respect to program integrity, we recognize that all Government benefit programs are vulnerable 
to abuse. However, the minimal rates of fraud and overpayments identified in systemic studies of the Federal Employees’ 
Compensation Act program, the Department's initiatives to reduce erroneous payments in conjunction with the President's 
Management Agenda, and aggressive corrective actions in response to OIG recommendations attest to the Department's 
vigilance in protecting these funds. The Department is aware, however, that further protection of these funds is required 
and will continue to seek out additional ways to combat fraud and minimize overpayments. 


Unemployment Trust Fund: As noted by OIG, the Unemployment Trust Fund paid $50.6 billion for “State Unemployment 
Benefits” for FY 2002. In addition, 30 States were reported as “not minimally solvent” as of September 30, 2002, up from 
21 for September 30, 2000, and 26 for September 30, 2001. These increases are normal for an economic downturn 
because of the counter-cyclical nature of Ul funding. The Department provides technical assistance to the States on issues 
relating to solvency. 


The Department appreciates OIG’s assistance in facilitating an agreement with the Department of the Treasury to develop a 
new methodology that will more accurately charge the Unemployment Trust Fund for the collection and processing of 
unemployment taxes and the administration of the fund. The completion of an agreement should allow this issue to be 
removed from the Department's top management issues. 


In addressing overpayment problems in the Unemployment Insurance (Ul) program, OIG notes that the Benefits Accuracy 
Measurement (BAM) system, which was developed by the Department as a management tool to identify overpayment 
problems, projected overpayments of $2.3 billion for FY 2001. Furthermore, OIG states that, for FY 2001, actual 
overpayments identified through States’ Benefit Payment Control (BPC) activities—under which each State identifies and 
investigates benefit overpayments, establishes receivables, and collects overpayments—totaled $0.669 billion, or less than 
one-third of the amount estimated by BAM activities. The Benefit Payment Control activities do not establish a larger 
percentage of the dollars that the BAM program estimates as overpaid for reasons particular to each of the two programs. 
BAM, for example, includes in its estimates some overpayments that BCP can detect, but finds too small to be cost 
beneficial to establish for collection, or which State law deems non-recoverable. On the other hand, BAM estimates 
overpayments for causes, such as failure to conduct a work search, that BCP would establish for collection, but cannot 
detect with available resources. BAM is only able to detect some overpayments because BAM investigators conduct an 
intense, rigorous investigation of each sampled claim that is too costly to be applied in the general administration of the Ul 
program. Applying the BCP program attributes to the $2.3 billion overpayments estimated by BAM in FY 2001 results in the 
following: $1.235 billion are recoverable and detectable using BCP methods; $0.566 billion are recoverable, but not likely 
to be detected by BPC; and $0.484 billion are non-recoverable and thus out of the scope of the BPC program. States now 
establish through BCP over 50 percent of the BAM estimate of the kinds of overpayments that their current BPC methods are 
most likely to be able to detect. The Department is taking steps to raise that percentage by improving both the prevention 
and detection/recovery of overpayments. These include encouraging and funding States to use Social Security 
Administration data on-line to prevent overpayments due to misused social security numbers, and to conduct crossmatches 
of benefit payments against the New Hire database to detect unreported benefit year earnings. 


The BAM estimate has been flat over the past 12 years because all practical, cost-effective corrective actions that have been 
identified to date were implemented during the first year or two of the BAM program when problems were initially 
uncovered. The 8.5 percent national estimate is probably reasonable given: (1) the definition of error currently used in 
BAM; (2) the complexity of the Ul program; and (3) the current funding levels. However, the Department is continuing 
analysis and urging States to continue to explore innovative ways to prevent overpayments from occurring, and to detect 
and recover higher percentages of the overpayments the States could not prevent. 


As referenced by OIG, the Department has developed a performance measure for FY 2003 to improve the accuracy of Ul 
payments by establishing for recovery 59 percent of overpayments the system could potentially recover, and plans to adopt 
a measure in FY 2004 to target the recovery of those overpayments. These performance measures support the financial 
management initiatives of the President’s Management Agenda to reduce erroneous payments in major benefit programs. 
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Black Lung Disability Trust Fund Deficit: This issue can only be resolved by legislative action and the Department continues 
to seek such a solution. Proposed legislation, which would restructure the existing indebtedness and extend the current 
excise tax rates until the debt is repaid, was approved by the Secretary on January 14, 2002, approved by OMB, and has 
been transmitted by the Secretary to the Congress for its consideration. 


Energy Employees Occupational Iliness Compensation Programs: The Department contracted with an actuarial firm for 
analysis of the Energy Employees Illness Occupational Compensation Program’s data and a projection of the liability for 
future payments as of September 30, 2002. The results have been submitted to the OIG for audit. 


Program Integrity 

Unemployment Insurance: OIG discusses a number of weaknesses that pose problems for the Unemployment Insurance 
system and need to be addressed, including the loss of contributions due to hidden wages and the misclassification of 
workers. Under the Department's guidance, the States are aggressively pursuing employers that hide wages by 
misclassifying their employees. In the ten quarters since the Department began keeping records on misclassified workers, 
State tax auditors have completed 278,160 employer audits and found previously unreported wages of $3.8 billion and 
243,115 employees that were misclassified as independent contractors. 


To further identify hidden wages, the Department has worked with OIG over the last three years in an effort to provide State 
Ul agencies with a 1099-MISC Extract tape from the Internal Revenue Service that identifies individuals who are being 
reported to the IRS as independent contractors. This tape assists the States by providing leads for the selection of employers 
for audit purposes. As of May 2002, a total of 20 State UI programs have begun to receive this tape. 


DOL has taken a number of recent actions and continues to work to address fraud detection and investigation in the 
States, including: 


s 1998 The Unemployment Insurance System distributed training materials to States for the 
purpose of improving methods for detection and investigation of overpayments including a 
CD-ROM for beginner training and a set of five videos for advanced training. 


es 1999 Distributed copies of the OIG study “Audit of Benefit Payment Controls” that contained 
recommendations for strengthening States’ overpayment detection procedures in their 
wage/benefit crossmatch systems and espoused the advantages of employing the New 
Hires system for detecting overpayments. 


= 2000 Provided guidance reiterating the advantages of using the New Hires system and further 
encouraged States to use it. 


e 2001 Provided training to States through presentations and workshops at a national 
conference on a variety of topics pertaining to benefit payment control, internal security, 
and tax integrity. 


= 2002 A guidance letter is in draft to invite States to submit supplemental budget requests to 
obtain funding for the purposes of implementing/operating/enhancing New Hires systems. 


The Department is currently working with the Social Security Administration to develop a 
system for all States that will address identity theft and the fraudulent use of Social 
Security Numbers for filing Unemployment Insurance claims. 


= 2003 A National Integrity Conference is planned. Workshops will be directed towards State 
supervisors of henefit payment control operations, and will include topics relating to 
prevention, detection, and collection of overpayments. 
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Federal Employees’ Compensation Act (FECA): We believe that the OIG’s audit work and fraud investigation experience 
demonstrate that the internal controls instituted by the FECA program are generally effective and reasonable. 


Each year fewer than 100 individuals are prosecuted for FECA fraud, out of a universe of more than 250,000 claimants 
receiving benefits and hundreds of thousands of medical providers billing for services. In FY 1999, the total amount of 
FECA benefits determined by outside auditors to have been overpaid, for fraudulent and non-fraudulent reasons, was less 
than 3/4 of one percent of total compensation payment made. The percentage of medical payments found to be potentially 
inappropriate by the OlG-supervised audit was even smaller. While some inappropriate payments do go undetected, the 
Office of Workers’ Compensation Programs’ (OWCP) major cost containment initiatives are making significant progress in 
addressing those instances. OWCP has taken numerous concrete steps to address its vulnerability: 


e A proposed legis! ative solution to obtain automated cross-matches with SSA, as 
recommended by OIG; 

es Procedural changes for obtaining earnings information by requiring submission of the 
authorization to obtain earnings data from SSA annually instead of every three years; 

s Periodic Roll Management reviews of long-term disability cases for continuing entitlement to 


benefits, in place since 1992. (Note: OWCP devotes more than 120 FTE to this 
function each year); 

s The Quality Case Management (QCM) initiative, which ensures that new disability cases are 
carefully reviewed, including by rehabilitation nurses, to ensure appropriate care, early return to 
work, and avoidance of inappropriate payments; 


es The Corrective Coding Initiative review of medical bills (implemented in response to OIG findings 
regarding improper medical provider bill coding practices); 

e Modernization of ADP systems to ensure that FECA payment systems are designed to minimize 
vulnerability to fraud and abuse; 

a Automated system relational edits to bills, in addition to Correct Coding and fee schedule edits, to 
deny or suspend bills for services unrelated to the diagnosis accepted in the case; 

s Limited utilization review of high-cost and high-incidence medical services, such as physical 


therapy and psychiatric services to ensure that proper treatment regimens are followed for those 
medical services, initiated in FY 2001. Funding sought in FY 2003 for an expansion to examine 
patterns of unusual changes, to detect misbillings and potential fraud by medical providers; 

7 Fiscal Operations Specialist position created with monitoring and auditing responsibilities in each 
of FECA’s twelve district offices, including identification of potential duplicate medical and 
compensation payments and g. arding against any potential compensation or medical fraud, 
including internal fraud; 


es The “OASIS” system, which entails electronic imaging and handling of FECA case files, to greatly 
enhance program controls over incoming mail; 
es Continued refinement of existing improper payments controls, wherever necessary, and design of 


new systems to minimize vulnerability. For example, the initiative to receive some new claims 
and medical bills electronically, carefully designed to maintain and enhance existing controls; 

es Centralized medical bill processing (operations to begin in late FY 2003), provided under contract 
with ACS, Inc. which specializes in using automated case review measures, including clinical 
guidelines for medical treatment and fraud and abuse protection, identification of appropriate 
clinical treatments, and improved tracking and prior authorization of requests for medical services. 


Information Technology and Electronic Government 

Security of IT Assets: The Department has been vigilant in securing information technology (IT) assets. In FY 2002, the 
Department had 46 sensitive systems, and has prepared current risk assessments and system security plans for each of these 
systems. Additionally, known vulnerabilities for the 46 sensitive systems have been addressed through system level Plans of 
Actions & Milestones that reflect the significant progress DOL has achieved toward mitigating risks. The Department's past 
performance in managing the Plans of Actions & Milestones has been highly successful and cited as an example by the 
Office of Management and Budget for completeness and effectiveness. Additionally, the Department achieved 87 percent 
compliance with the National Institute of Standards and Technology's model described in Special Publication 800-26 at 
Level Three and 85 percent compliance with Level Four, demonstrating the Department has implemented security 
procedures and controls, and the procedures and controls are tested and reviewed. The Department is expanding its 
security program in FY2003 to cover an additional 36 sensitive systems, raising the total number of systems managed under 


United States Department of Labor 262 


the security program to 82. Risk assessments and Plans of Actions & Milestones to mitigate risks will be developed for the 
additional 36 sensitive systems during FY2003. Additionally, the Department's Annual Performance Plan for FY 2003 
provides further confirmation of DOL’s commitment to the security of our information technology assets, with a 
performance measure to reduce severe unauthorized intrusions by 50 percent. 


OIG stated in the FY 2002 Annual Security Act Report that, “...the Department is improving upon managing its information 
security program through its related Plans of Action and Milestones, in accordance with the Office of Management and 
Budget Memorandum 02-09.” The report further states that, “These accomplishments are helping to ensure security issues 
are being addressed throughout each phase of a system’s life-cycle.” Additionally, the OIG concluded that the Department 
has established an information security program that has an observed focus and commitment. These factors should bring 
about assurances that DOL computer systems are reliable and adequately safeguarded, and result in providing 
uninterrupted delivery of benefits and services to the public. 


Finally, the Department is pleased to report that, according to a General Accounting Office report on Computer Security 
issued November 19, 2002, Computer Security: Progress Made, But Critical Federal Operations and Assets Remain at Risk, 
DOL was the highest ranked Cabinet level agency and the second highest overall Federal agency, moving from a score of 
56 in FY 2001 to a score of 79 in FY 2002, with a report card grade of C+. This score is based on information contained in 
agency reports submitted to OMB as required by the Government Information Security Reform Act (GISRA). The GISRA 
focuses on the program management, implementation and evaluation of agency plans and procedures designed to protect 
the security of information technology systems that support Federal operations and assets. 


CIO Authority and Organizational Independence: The current organizational alignment that assigns the responsibilities of the 
Chief Information Officer (CIO) to the Assistant Secretary for Administration and Management (ASAM) promotes operational 
effectiveness and efficie:icies, contributing to the successful record the Department has achieved in the area of information 
technology management. The Department's record also demonstrates that the ClO has the necessary authority and 
organizational independence from other agencies within the Department to manage DOL's information technology 
resources proficiently. 


The integration of ClO responsibilities within the Assistant Secretary for Administration and Management position affords 
distinct advantages in the implementation of the Clinger Cohen Act. Effective management of information technologies 
requires linking proposed IT investments to Departmental missions, priorities, and strategies. It also requires a close 
partnership with the Departmental Budget Center to control IT investments. The ASAM is responsible for DOL strategic 
planning, Government Performance and Results Act implementation, and Departmental budget development and management 
and human resources management. As a result, the ASAM is best positioned to ensure the integration of IT policies and plans 
cohesively throughout the Department. It is worth noting that only 3 of 46 mission critical systems (less than 7 percent) fall 
within the Office of the Assistant Secretary for Administration and Management and come directly under the ASAM‘s area of 
responsibility. Thus, the ASAM’s objectivity is not hindered by the integration of ClO responsibilities or vice versa. 


Under the continuing leadership of the Assistant Secretary for Administration and Management, the Department has 
established a track record of excellence in the information technology field, with FY 2002 accomplishments described in 
this section — including recognition of effective performance from the Congress, the General Accounting Office, the Office 
of Management and Budget, and OIG itself. In addition, the Office of Management and Budget designated DOL to serve as 
a “managing partner” to lead one of the 24 large-scale E-government initiatives, entitled GovBenefits. GovBenefits was the 
first of twenty-four Federal-wide initiatives to offer services to the public, launching Phase | on April 29, 2002. It is a 
partnership of ten Federal agencies to provide improved, personalized access to government assistance programs. 


As a result of this and many other achievements, DOL is recognized as a leader in Clinger Cohen Act implementation 
throughout the Federal government. For example, the Director of the Office of Management and Budget recognized DOL 
for its leadership as the only department with centralized funding for some of its IT systems. The Office of Management 
and Budget'’s scorecard for the implementation of the President's Management Agenda cites effective enterprise architecture 
and capital planning processes, two of the primary objectives of the Clinger Cohen Act. DOL received a Yellow status 
rating and a Green rating for progress on the September 30, 2002 President's Management Agenda scorecard. The FY 2002 
Budget Passback highlighted the efforts of the ClO in the development of an E-government strategy and cited our customer 
value network process as “best practice material.” 
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The Fiscal Year 2002 Annual Security Act Report referenced earlier also states; “... The Department's Office of the Chief 
Information Officer is recognized for its leadership in tracking the performance level of each security plan and how it has 
been able to integrate security performance results within the Department's Capital Planning and Investment Control 
process and the Enterprise Architecture, including related budgetary decision papers and exhibits.” The Department was 
recognized and received an award in FY 2002 from The Performance Institute for Overall Performance Management. 


DOL sustained record of perfomance should allay OIG’s concerns that the administrative functions of the Department 
divert the Assistant Secretary for Administration and Management's attention from or conflict with his information 
technology responsibilities. While we agree with OIG that the successes of the incumbent ASAM and Deputy CIO do not 
guarantee that all future ASAMs will enjoy the same level of success, the existing organizational structure supports their 
achievements. If a future leadership team proves less successful, the causes of the diminished results should be identified 
and addressed by the most suitable remedy. To undertake a disruptive and costly organizational realignment at this time 
would be inappropriate. 


Program Integrity in an Electronic Environment: As described in the Management Responses to this OIG in the Department's 
FY 2000 and FY 2001 Annual Reports, DOL and our program partners recognize that any significant revision of benefits 
payment processes — including those utilizing automation — must be designed and implemented such that vulnerability to 
fraud and abuse is assessed, and appropriate controls are developed to minimize or curtail that vulnerability. While posing 
potential new risks to program integrity, electronic benefit payment also offers a wide array of new methods for detecting 
and preventing fraud and abuse that were unavailable in a less automated environment, and the Department and our 
partners have fully exploited these tools to maximize the protection of program assets. 


The Department has provided detailed information in the past two years’ reports regarding the comprehensive security and 
oversight procedures DOL and our program partners have instituted to protect the integrity of benefit payment processes in 
an electronic environment. Studies of Unemployment Insurance (UI) claims discussed in the prior DOL Annual Reports 
have identified no statistically significant differences in the incidence of fraud in claims filed by traditional procedures 
versus those filed by telephone, and OIG has identified a combined fraud and non-fraud overpayment rate of less than one 
percent in the Federal Employees’ Compensation Act program. Although OIG references recent casework in worker benefit 
systems and the Ul program as supporting its concerns, OIG has not provided sufficient information to enable the 
Department to determine whether these acts of fraud required an electronic environment, or simply made use of available 
automated filing systems in lieu of paper forms to obtain benefits illegally. Furthermore, in the Top Management Issues 
paper, OIG has neither acknowledged the extensive measures for protecting electronic benefit payments discussed in the 
Department's prior Annual Reports noi offered insights on specific inadequate or missing controls that could assist the 
Department and its partners to fully meet the challenges of program integrity in an electronic environment. 


Program integrity is a primary consideration as the Department's Office of Workers’ Compensation Programs (OWCP) 
moves toward an electronic environment. Current electronic initiatives are all performed with known and trusted trading 
partners. The electronic receipt of claims for job related injuries and illnesses is a joint effort of OWCP and the employing 
agencies of the injured Federal workers. All records submitted electronically pass through multiple data reviews — by the 
injured worker's supervisor, by the Human Resources office at the employing agency, and by OWCP district offices — that 
significantly reduce the risk of fraud or abuse in the claims submission process. 


All medical bills submitted electronically are processed through well-known commercial clearinghouses that verify the 
legitimacy of a medical provider prior to allowing the provider to become a member of the clearinghouse. Internally, 
OWCP continues to improve the editing and auditing of medical bills to better detect instances of fraud or abuse. 


As the Department develops new systems for the workers’ compensation programs, DOL will ensure continuing compliance 
with all relevant government standards for security for internal automated procedures and Internet communications. 
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Integrity of Foreign Labor Certification Programs 

The identification of fraud in the Fureign Labor Certification Programs continues to be a significant challenge to DOL 
because of limited resources, lack of knowledge on how much and where fraud takes place in the process, and no 
enforcement authority. Additionally, as pointed out by OIG, the Department lacks the authority to validate information on 
applications completed by program participants in the H-1B program. DOL has procedures in place to alert legitimate 
companies and corporations that permanent applications have been filed on their behalf. These procedures have been 
successful in the past because companies have responded and leads have been provided to OIG. The examples of fraud 
cited by OIG are two cases in which DOL Regional Office staff worked with OIG on fraudulently filed cases. To address 
this challenge during FY 2003, DOL will be participating with the Immigration and Naturalization Service in its 
development of an anti-fraud strategic plan, whi h focuses on intelligence gathering, fraud assessment and enforcement 
experience. DOL will analyze the results of this effort to identify additional improvements to existing procedures and the 
use of technology to help reduce the incidence of fraud. 


Human Capital Management 

DOL considers human capital management a top priority, and the recognition the Department has received for 
achievements and innovations during FY 2003 provides evidence of our success in meeting the challenges facing the DOL 
workforce in the 21st Century. For example, the Office of Management and Budget assessed DOL’s status as Yellow and 
progress as Green for Human Capital Management on the President's Management Agenda Scorecard as of September 30, 
2002. In addition, the Department was selected as a finalist for the 2002 President's Quality Award for its approach to 
strategic management of human capital. The Department has also implemented numerous initiatives supporting the specific 
human capital management issues detailed by OIG. An overview of these initiatives is provided below. 


The development and use of core competencies is a priority within DOL. The Department is in the process of identifying 
core competencies for DOL's primary occupations, including front line staff, human resources, and support staff, as well as 
leadership competency models. DOL uses its core competencies in such functions as: 

s Providing clarity for employees to manage their individual professional development process; 
Providing a means for self-assessment; 
Providing a link to developmental and learning activities to improve job performance; 
Developing organizational training programs; and 
Recruiting and hiring new employees with the necessary knowledge, skills, and abilities. 


DOL actively uses personnel flexibilities to both recruit and retain a quality workforce. This is predominately accomplished 
using such flexibilities as recruitment and retention bonuses at present, and the Department is assessing the Student Loan 
Repayment Program as an additional incentive. DOL is also broadening its use of special hiring authorities, such as the 
Career Internship Program on which the recently launched MBA Outreach program, designed to recruit and nurture the next 
generation of DOL leaders, is based. Recruitment for the first class of MBA's proved highly successful, with approximately 
250 candidates applying for 20 slots, and the Department may expand the program to a second FY 2003 class. 


DOL has implemented an aggressive succession management program. DOL maintains an active Senior Executive Service 
Candidate Development Program, and 27 candidates are in training during FY 2003 for top executive positions in the 
Department. Our first “Excellence In Leadership” Succession Management Program class is currently being trained to fill 
critical future leadership positions. In addition to the “Excellence In Leadership” Program, DOL provides a Manager's 
Mentoring Program, and a Leadership Transition Program. Several DOL agencies have also initiated their own management 
development programs to identify and train candidates for advancement into the supervisory and managerial ranks. 


In addition to the initiatives designed to build our leadership strength, training is provided to the general workforce to 
increase professional growth and to eliminate skill gaps. Courses are offered in facilitation, consulting and conflict 
management, as well as many other skills. Through DOL’s Performance Enhancement Resource Center, employees have the 
opportunity to select from over 1,500 “available as needed” training modules from their computers. 


In response to the recommendation that the Department track and report on telework participation, DOL will expand its 
current tracking of formal telework arrangements to include informal, episodic telework. Further, the Department is working 
with the Office of Personnel Management to develop web-based telework training for Federal supervisors and employees. 
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In response to OIG recommendations on the Presidential Management Internship (PMI) Program, DOL developed an action 
plan to improve the program. The Department has prepared a PMI Handbook, desk aid, and training for supervisors and will 
conduct its own PMI orientation program prior to the OPM orientation, These actions will clarify responsibilities for all parties. 
DOL will also sponsor a networking session so that new PMis can meet and benefit from the experience of former PMs. 


Effectiveness of Mine Safety and Health Programs 

The Department's Mine Safety and Health Administration (MSHA) is taking action to further integrate enforcement and 
compliance assistance activities by improving direction and guidance to district management on the operation of program 
activities, and is studying the allocation and distribution of enforcement and compliance assistance resources to determine 
the combination of activities that will produce the greatest effects on mine safety. DOL developed new performance goals 
with more meaningful outcomes regarding the prevention of mining related tatalities, injuries and illnesses. The 
Department is also identifying trends in mining injuries and fatalities, studying features of current programs to identify 
elements that are most successful in reducing injuries and fatalities, and will utilize these elements to revise other MSHA 
enforcement and compliance assistance activities. MSHA was not reviewed by the OIG in FY 2002. In FY 2001, OIG 
completed three audits/evaluations of MSHA’s Metal and Nonmetal Mine Safety and Health programs: a Study of Metal and 
Nonmetal Mining Enforcement and Compliance Assistance Activities 1983-2000; an Evaluation of MSHA’s Handling of 
Inspections at the W.R. Grace Mine in Libby, Montana; and an Evaluation of Hazard Complaint Handling in MSHA’s Office 
of Metal and Nonmetal Mine Safety and Health. As discussed in the following paragraphs, MSHA has initiated a number of 
actions to address the findings and recommendations from these OIG studies. 


MSHA has developed and distributed a “Consistency Plan” for Metal and Nonmetal Safety and Health Mining Districts to 
encourage safety and health compliance specialists to uniformly enforce standards on a nationwide basis. MSHA has also 
completed a review of statistical data to more effectively identify injury and fatality trends at mining operations. The results 
of this review will enable the Department to focus MSHA resources in areas where problems are more likely to occur. An 
action plan resulting from the review is under development and will be completed by March 2003. 


In March 2002, MSHA began providing specific training on asbestos-related matters to safety and health compliance 
specialists who visit mines known to contain asbestos. MSHA also provides training on procedures for air and bulk 
sampling where asbestos may be present. Several of the OIG recommendations require rulemaking, including 1) lowering 
the permissible exposure limit for asbestos; 2) use of Transmission Electron Microscopy in initial analysis of fiber samples; 
and 3) addressing take-home « sntamination. Advanced notice of proposed rulemaking was published in March 2002. 
Seven public meetings were held across the country seeking input on these issues. 


Until the regulation is finalized, MSHA is taking the following actions: 1) encouraging mine operators to comply with the 
OSHA asbestos standards, to educate operators to recognize that a “standard of care” based on lower exposure will reduce 
the potential for illness and liability; 2) using a contract laboratory to perform Transmission Electron Microscopy to confirm 
the identify of asbestos fibers on samples exceeding the OSHA limit; and 3) to address the take-home contamination issue, 
MSHA is currently stressing compliance with existing standards regarding special protective equipment and clothing. 


MSHA formed a Hazard Complaint Committee to review, standardize, and develop hazard complaint intake, inspection 
and reporting forms, which are now integrated into a Hazard Complaint Procedures handbook. The Committee established 
consistent policies and procedures for the proces.ing of hazard complaints by field office supervisors and inspectors, 
including appropriate responses to hazard complaints deemed trivial and/or outside of MSHA’ jurisdiction and guidance 
on incorporating hazard complaints into a regular mine inspection. Following the publication of the handbook, 
headquarters staff will update training and materials provided to inspectors. MSHA is also developing a nationwide hazard 
complaint analysis system similar to the system used by Metal and Nonmetal headquarters staff. The handbook, updated 
training, and complaint analysis system are all scheduled for completion in January 2003. 


Finally, MSHA is reviewing all violations related to Personal Protective Equipment (PPE) for special assessment, developing 
cognitive behavior approaches that will target risk taking and PPE use by management and labor, and is tracking fatalities 
involving adequacy, availability, and use of PPE. A Personal Protective Equipment workgroup is established and working 
with the National Institute for Occupational Safety and Health to develop a plan for increasing the use of such equipment 
to reduce fatalities, injuries, and illnesses in the Nation's mines. @ 
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A Summary by Goal of Program Results and Time Period of Measurement 


This Appendix summarizes the performance results described earlier in this report. For each performance goal, the result and corresponding measurement time frame 
are presented. In most cases, the measurement time frame is FY 2002, but some of the goals presented are measured for other time frames. Some ETA programs, for 
example, are forward-funded and follow a program year (PY) that begins nine months after the fiscal year for which program funding was received. For these programs, 
this report addresses Program Year 2001 goals that were included in the FY 2001 Annual Performance Plan with a performance period of July 2001 to June 2002. Some 
Agency data are generated from external sources and have reporting time lags, other data are given on a calendar year (CY) basis, and some data were not available at 
the time of publication. 


The last table lists FY 2002 goals for which no results are presented in this report. 


Strategic Goal 1 — A Prepared Workforce 


Agency Performance Goals Goal Measurement 


Result Time Frame 


Outcome Goal 1.1 - Increase Employment, Earnings, and Assistance 


ETA In Program Year 2001, of those registered under the WIA adult program, 78% will be employed in the third quarter Achieved PY 2001 
after program exit, with increased average earnings of $3,361 
(Goal 1.1B — FY 2001 Annual Performance Plan) 


ETA Strengthen the registered apprenticeship system to meet the training needs of business and workers in the 21st Century. Achieved FY 2002 
In Fiscal Year 2002: | 
a Increase the number of new apprenticeship programs over the established baseline by 10%; 
w Increase the number of new businesses involved in aprenticeship over the established baseline by 10%; 
a Increase the number of new apprentices over the established vaseline by 10%; and 
w Increase the number of new programs in new and emerging industries — at minimum Information Technology, 
Health Care and Social Services — over the established baseline by 10%. 
(Goal 1.1C — FY 2002 Annual Performance Plan) 


1Z2 


ETA In Program Year 2001, increase by 10 percent the total number of job openings listed with the public employment Not Met PY 2001 
service, including both those listed with State Workforce Agencies (SWA's) and those listed directly with America’s 
Job Bank (AJB) via the Internet. 
(Goal 1.1.’ — FY 2001 Annual Performance Plan) 


VETS Thirty-four percent of veteran job seekers registering for public labor exchange services will be employed in the first Achieved FY 2002 
or second quarter foilowing registration. 
(Goal 1.1D — FY 2092 Annual Performance Plan) 


VETS Increase the employrent and retention rate of homeless veterans enrolled in Homeless Veterans Reintegration Not Met FY 2002 
Projects (HVRP) 
a At least 54% of veterans enrolled in HVRP enter employment. 
a Establish baseline for retention rate. 
(Goal 1.1& — FY 2002 Annual Performance Plan) 
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implement 12 demonstration programs through grants designed to develop and test strategies and techniques that 
need to be implemented in order for One-Stop Centers and WIA youth programs to effectively serve persons with 
significant disabilities. 

(Goal 1.1F — FY 2002 Annual Performance Plan) 


In Program Year 2001, participants will be satisfied with services received from workforce investment activities as 
evidenced by a rating of 69 or higher on the American Customer Satisfaction Index. 
(Goal 1.1G — FY 2001 Annual Performance Plan) 


In Program Year 2001, employers will be satisfied with services received from workforce investment activities as 
evidenced by a rating of 66 or higher on the American Customer Satisfaction Index 
(Goal 1.1H — FY 2001 Annual Performance Plan) 


Outcome Goal‘1.2 - Increase the Number of Youth Making a Successful Transition to Work 


ETA 


ETA 


ETA 


In Program Year 2001, of the 14-18 year-old youth registered under the WIA youth program, 50% will be either 
employed, in advanced training, post-secondary education, military service, or apprenticeships in the third 
quarter after program exit 

(Goal 1.2A — FY 2001 Annual Performance Plan) 


In Program Year 2001, of the 19-21 year-old youth registered under the WIA youth program, 75% will be employed 
in the third quarter after program exit. 
(Goal 1.2B — FY 2001 Annual Performance Plan) 


In Program Year 2001, 85% of Job Corps graduates will get jobs with entry average hourly wages of $7.25 or be 
enrolled in education; 70% will continue to be employed or enrolled in education six months after their initial 
placement date. (Placement and Retention). 

(Goal 1.2C — FY 2001 Annual Performance Plan) 


Outcome Goal 1.3 - Improve the Effectiveness of Information and Analysis on the US Economy 


BLS 


BLS 


Produce and disseminate timely, accurate, and relevant economic information. 
(Goal 1.3A — FY 2002 Annual Performance Plan) 


Improve the accuracy, efficiency, and relevancy of economic measures. 
(Goal 1.3B — FY 2002 Annual Performance Plan) 
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Strategic Goal 2 — A Secure Workforce 


Agency Performance Goals Goal Measurement 


Result sett mae Lil. 


Outcome Goal 2.1 - Increase Compliance with Worker Protection Laws 


ESA Covered American workplaces legally, fairly, and safely employ and compensate their workers as indicated by: Substantially FY 2002 
1, Reducing employer violation recidivism, In FY 2002, establish baselines for: Achieved 
4, percentage of reinvestigations without violations. 
b, percentage of reinvestigations with any violation, 
C, percentage of reinvestigations with identical violations, 


2. Increasing compliance in industries with chronic violations, 
a. as indicated in the garment manufacturing industry by: 
e Increase by 2 percentage points the number of manufacturers that monitor their contractor shops for 
compliance in Southern California, 
# Increase by 2 percent the average number of monitoring components used by manufacturers in monitoring 
their contractors for compliance in Southern California, 
e Increase by 2 percentage points the percentage of contractors in Sov ‘hern California that pay all employees 
on the payroll, 
e Increase by 4 percentage points the level of compliance of new contractors in New York City through 
compliance education. 
| S | e Increase by 2 percentage points the percentage of contractors in New York City that pay all employees on 
the payroll, 
b. as indicated in the long-term health care industry by: 
e Increase by 6,000 the number of employees of multi-establishment nursing home corporations impacted by 
corporate proactive steps such as training and self-audit. 
e Increase by 5 percent the number of employers (nursing homes) that were provided compliance assistance 
information through seminars and other outreach efforts. 
e Establish a baseline of the number of employers in compliance with the record keeping requirements of the 
Fair Labor Standards Act. 
Cc. as indicated in agricultural commodities by: 
In FY 2002 establish baselines of compliance with the Migrant and Seasonal Agricultural Worker Protection Act (MSPA) 
provisions of disclosure, wages, housing and transportation and with the child labor provisions of the Fair Labor 
Standards Act relative to selected agricultural commodities in various locations in the U.S. 
(Goal 2.1A — FY 2002 Annual Performance Plan) 


ESA Advance safeguards for union financial integrity and democracy and the transparency of union operations as indicated by: Achieved FY 2002 
e Improving the timeliness of union financial reports that contain information sufficient for public disclosure. 
In FY 2002, initiate a new electronic forms application and electronic submission system and establish a baseline 
for timely filing under the new process. 
e Extending Labor-Management Reporting and Disclosure Act (LMRDA) protections for union financial integrity to a 
greater number of labor organizations through the more effective use of investigative resources. In FY 2002, establish 
a baseline of the percentage of investigative resources applied to criminal investigations that result in convictions. 
(Goal 2.1B — FY 2002 Annual Performance Plan) 
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Increase by 5% per year (to 1,993) the number of closed fiduciary investigations of employee pension plans Substantially FY 2002 N 
where assets are restored, prohibited transactions are corrected, participant benefits are restored, or plan assets Achieved 


are protected from mismanagement and risk of future loss is reduced. 
(Goal 2,1C — FY 2002 Annual Performance Plan) 


PWBA Increase by 5% (to 620) per year the number of closed fiduciary investigations of employee health and welfare Achieved FY 2002 
plans where assets are restored, prohibited transactions are corrected, participant benefits are restored, or plan 

assets are protected from mismanagement and risk of future loss is reduced. 

(Goal 2,1D — FY 2002 Annual Performance Plan) 


: 
| 
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Outcome Goal 2.2 - Protect Worker Benefits 


ETA Make timely and accurate benefit payments to and facilitate the reemployment of Unemployed Workers and Not Met FY 2002 
set up Unemployment Insurance (Ul) tax accounts promptly for new employers. 
e Payment Timeliness: 91% of all intrastate first payments will be made within 21 days; 
« Payment Accuracy: Establish a baseline to improve Unemployment Insurance accuracy nationwide; 
« Reemployment of UI Claimants: Establish a baseline to increase the entered employment rate of 
Unemployment Insurance claimants; and 
e Establishment of Ul Tax Accounts; 80% of new employers will receive a determination about their Ul tax 
| liability within 90 days of the end of the first quarter they become liable for the tax. 
(Goal 2.2A — FY 2002 Annual Performance Plan) 


ETA Promptly review employer applications for foreign labor certifications. In FY 2002, 95% of labor condition Achieved FY 2002 
applications for the H-1B professional/specialty temporary program will be processed within seven days of receipt. 
(Goal 2.2B — FY 2002 Annual Performance Plan) 


PWBA Increase by 2% (to $67 million) benefit recoveries achieved through the assistance of Pension Benefit Advisors. Not Met FY 2002 
(Goal 2.2C — FY 2002 Annual Performance Plan) 
ESA Minimize the human, social, and financial impact of work-related injuries for workers and their families. In FY 2002: Not Met FY 2002 
1. Decrease by 2% from the FY 2001 baseline the average number of production days lost due to disability in 
the FECA program for: 


« United States Postal Service (USPS ) cases 
# All other Government cases. 

2. Through use of Periodic Roll Management, produce $122 million in cumulative first-year savings (FY 1999-2002) 
in the FECA program. 

3, Reduce the overall average medical service costs per case (adjusted for inflation) in the FECA program by .5% 
versus the FY 2000 baseline. 

4. Increase by 2% over the FY 2001 established baseline the percentage of Black Lung benefit claims for which, 
following an eligibility decision by the district director, there are no requests for further action from any party 
pending one year after receipt of the claim. 

5. Reduce by 2% over the baseline the average time required to resolve disputed issues in Longshore and Harbor 
Worker's Compensation Program contested cases. 
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Agency Performance Goals Goal 
Result 
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6. For Initial Processing of claims for benefits in the Energy Program: 
e 75% of claims of Department of Energy (DOE) employees, or of contractors employed at DOE facilities, 
are processed within 120 days. 
e 75% of claims of employees of Atomic Weapons Employers (AME) and Beryllium Vendors are processed 
within 180 days 
7. For processing of Requests for Hearings in the Energy Program: 
« 75% of Final Decisions in Approved Claims or No-Contest Denials are issued within 75 days from issuance 
of the Recommended Decision, 
e 75% of Final Decisions in Reviews of the Written Record are issued within 75 days of the Request or 
Review of Written Record, 
e 75% of Final Decisions in Formal Hearings are issued within 250 days of the Request for Hearing. 
(Goal 2,2D — FY 2002 Annual Performance Plan) 


PBGC Reduce the average processing time to 3 years to send benefit determinations to participants in defined benefit Not Met 
pension plans taken over by PBGC, 
(Goal 2,.2E — FY 2002 Annual Pertormance Plan) 


Outcome Goal 2.3 - Increase Employment and Earnings for Retrained Workers 


ETA In Program Year 2001, of those registered under the WIA dislocated worker program, 73% will be employed in Achieved 
the first quarter after program exit, and 83% will be employed in the third quarter after program exit with 91% 
of pre-dislocation earnings. 
(Goal 2,3A — FY 2001 Annual Performance Plan) 


ETA Increase the employment, retention, and earnings replacement of workers dislocated in important part because Not Met 
of trade and who receive trade adjustment assistance benefits. 
e 78% will be employed in the first quarter after program exit; 
# 88% of those employed in the first quarter after program exit will be employed in the third quarter a‘ter 
program exit; and 
e Those who are employed in the third quarter after program exit will earn, on average, 90% of their 
pre-separation earnings. 
(Goal 2.3B — FY 2002 Annual Performance Plan) 
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Strategic Goal 3 — Quality Workplaces 


Agency Performance Goals Goal 


) Result 


Outcome Goal 3.1 - Reduce Workplace Injuries, Illnesses and Fatalities 


Reduce the number of mine fatalities by 15% and the mine non-fatal injury incidence rate by 17% below the Not Met 
projected baseline. 
(Goal 3,.1A — FY 2002 Annual Performance Plan) 


Reduce by 5% the percentage of respirable coal dust samples and silica dust samples exceeding the applicable Not Met 
standards for designated occupations and high-risk occupations respectively, and reduce by 5% the percentage 

of noise exposures above the citation level in all mines. 

(Goal 3,1B — FY 2002 Annual Pertormance Plan) 


Reduce three of the most significant types of workplace injuries and causes of illnesses by 15% annually. Not Met 
(Goal 3,1C — FY 2002 Annual Performance Plan) 


Reduce injuries and illnesses by 20% in at least 100,000 workplaces where an intervention is initiated. Achieved 
(Goal 3,1& — FY 2002 Annual Pertormance Plan) 


Decrease fatalities in the construction industry by 11% by focusing on four leading causes of fatalities Substantially 
(falls, struck-by, crushed-by, and electrocutions and electrical injuries). Achieved 
(Goal 3.1F -- FY 2001 Annual Pertormance Plan) 


Reduce injuries and illnesses by 15% at work sites engaged in voluntary, cooperative relationships with DOL Achieved 
(Goal 3.1G — FY 2001 Annual Performance Plan) 


Outcome Goal 3.2 - Foster Equal Opportunity Workplaces 


ESA 


FY 2002: Federal contractors achieve equal opportunity workplaces as indicated by: 
1. Improving the equal employment opportunity performance of federal contractors and subcontractors within Achieved 
industries where data indicate the likelihood of equal employment opportunity problems is greatest. In 

FY 2002, contractors in SIC Group 50 and in SIC Group 87 that participate in specified DOL/OFCCP 

compliance assistance activities and are subsequently evaluated will have: 

e Better EEO performance in selection system evaluations as indicated by less severe Case Management 
Systems (CMS) closure types than contractors in SIC 50 and 87 that did not participate in specified 
DOL/OFCCP compliance assistance activities. In FY 2002, DOL/OFCCP will improve by 1 percent the 
rate of compliance findings over the baseline for SIC 50 and SIC 87. 

e Better EEO performance in selection system evaluations as indicated by less severe violations or deficiencies 
than contractors in SIC Groups 50 and 87 that did not participate in specified DOL/OFCCP compliance 
assistance activities. In FY 2002, DOL/OFCCP will reduce by 1 percent the rate of findings of severe 
violations from the baseline for SIC 50 and SIC 87. 

s Better EEO performance in selection system evaluations as indicated by evaluation type than contractors in 
SIC Groups 50 and 87 that did not participate in specified DOL/OFCCP compliance assistance activities. 

In FY 2002, DOL/OFCCP will increase by 1 percent the rate of focused and offsite compliance evaluation 
types over the baseline for SIC 50 and SIC 87. 
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Agency Performance Goals Goal Measurement 


Result Time Frame 


2. Improving the equal employment opportunity performance of federal contractors and subcontractors that 

have had prior contact with DOL/OFCCP through evaluations, outreach, or technical assistance, In FY 2002, 

contractors and subcontractors that are selected for evaluation, outreach, or compliance activities will have: 

e Better EEO performance in selection system evaluations as indicated by less severe CMS closure types than 
contractors that did not have prior contact with DOL/OFCCP activities, In FY 2002, DOL/OFCCP will 
improve by 1 percent the rate of compliance findings over the baseline for all supply and service closures, 

e Better EEO performance in selection system evaluations as indicated by less severe violations or deficiencies 
than contractors that did not have prior contact with DOL/OFCCP. In FY 2002, DOL/OFCCP will reduce by 
| percent the rate of findings of severe violations from the baseline. 

» Better EEO performance in selection system evaluations as indicated by evaluation type than contractors that 
did not have prior contact with DOL/OFCCP. In FY 2002, DOL/OFCCP will increase by 1 percent the rate of 
focused and offsite compliance evaluation types over the baseline. 

(Goal 3,.2A — FY 2002 Annual Performance Plan) 


OASAM States that receive DOL financial assistance under the Workforce Investment Act provide benefits and services in a Achieved FY 2002 
nondiscriminatory manner as evidenced by: 
# The issuance, within 180 days of the initial submission of a State’s Methods of Administration (MOA), of a 
compliance determination or a conciliation agreement which indicates that the MOA gives reasonable 
guarantee that benefits and services are provided in a nondiscriminatory manner 
e A strengthening of working relations with state agencies, through their participation in a strategy of improving 
compliance assistance for Workforce Investment Act One Stop Systems and Centers, and assessing the 
effectiveness of that strategy. 
(Goal 3.2B — FY 2002 Annual Performance Plan) 


LLe 


Outcome Goal 3.3 - Reduce Exploitation of Child Labor and Address Core International Labor Standards Issues 


ILAB Reduce exploitative child labor by promoting international efforts and targeting focused initiatives in selected countries. Achieved FY 2002 
(Goal 3.3A — FY 2002 Annual Performance Plan) 


ILAB Advance workers’ protections and economic status in developing countries. Achieved FY 2002 
(Goal 3.3B — FY 2002 Annual Performance Plan) 


2002 Jee, feosty woday enuuy 


A 77 


JOge] jo jusunredag SayB)S payuy 


822 


Department Management Goals 


Agency Performance Goals Goal Measurement 


Result Time Frame 


Financial Management — Maintain the Integrity and Stewardship of the Department's Financial Resources 


OCFO All DOL financial systems meet the standards set forth in the Federal Financial Management Improvement Act (FFMIA) Substantially FY 2002 
and the Government Management Reform Act (GMRA). Achieved 
(Goal FM1 — FY 2002 Annual Performance Plan) 


OCFO DOL meets all new accounting standards issued by the Federal Accounting Systems Advisory Board (FASAB) Substantially FY 2002 
including the Managerial Cost Accounting Standard. Achieved 
(Goal FM2 — FY 2002 Annual Performance Plan) 


Information Technology — Improve Organizational Performance and Communication through 
Effective Deployment of IT Resources 


OASAM _ Improve automated access to administrative and program systems, services and information. Substantially FY 2002 
(Goal IT1 — FY 2002 Annual Performance Plan) Achieved 


Human Resources — Establish DOL as a Model Workplace 


OASAM _ The right people are in the right place at the right time to carry out the mission of the Department. Not Met FY 2002 
e The DOL workforce is a prepared and competent workforce. 
es The DOL workforce is a diverse workforce. 
e Human capital policies and plans promote a citizen-centered and results oriented government 
consistent with the President's Management Agenda. 
(Goal HR1 — FY 2002 Annual Performance Plan) 


OASAM _ Reduce the rate of lost production days (i.e., number of days employees spend away from work due to Achieved FY 2002 
work related accidents and injuries) by two percent. 
(Goal HR2 — FY 2002 Annual Performance Plan) 


OASAM _ Reduce the injury/illness rate for DOL employees by three percent and improve the timeliness of filing Achieved FY 2002 
work related injury/illness claim forms by five percent. 
(Goal HR3 — FY 2002 Annual Performance Plan) 


Improve Procurement Management 


OASAM — Complete public-private or direct conversion competitions on not less than the five percent of the FTE Achieved FY 2002 
listed on DOL's 2000 FAIR Act (Federal Activities Inventory Reform Act) Inventory. 


(Goal PR1 — FY 2002 Annual Performance Plan) 
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Agency Performance Goals / Goal Measurement 
f Result Time Frame 


OASAM _ Award contracts over $25,000 using Performance-Based Service Contracting (PBSC) techniques for not less Substantially FY 2002 
than 20 percent of total eligible service contracting dollars. Achieved 
(Goal PR2 — FY 2002 Annual Performance Plan) 


FY 2002 Goals - No Results Reported 


This table lists FY 2002 goals for which no results are reported. 
a The majority of these goals apply to ETA’s forward-funded Program Year 2002 (July 1, 2001 — June 30, 2002). 
e Data for several goals were not available at the time of publication due to an accelerated reporting schedule, including goals from PY 2001. 
e One goal was dropped because program funding was not received. (ETA Goal 2.3C, FY 2001 Annual Performance Plan) 


Agency Performance Goals Goal Measurement 
Result Time Frame 
ETA In Program Year 2001, 76% of job seekers registered by the Wagner-Peyser Act funding stream will have Data Not PY 2001 
unsubsidized jobs six months after initial entry into employment (Six Month Retention Rate). Yet Available 
(Goal 1.1C — FY 2001 Annual Performance Plan) 
% ETA 1. In Program Year 2001, 50% of 14-18 year old Youth Opportunity Grant participants placed in employment, Data Not PY 2001 
ba the military, advanced training, post secondary education, or apprenticeships will be retained at six months. Yet Available 


2. In Program Year 2001, 60% of 19-21 year old Youth Opportunity Grant participants placed in employment 
will be retained in the third quarter after exit. 
(Goal 1.2D — FY 2001 Annual Performance Plan) 


ETA Increase the employment, retention, and earnings of individuals registered under the WIA adult program. ETA Forward PY 2002 
In Program Year 2002: Funded 
2 70% will be employed in the first quarter after program exit; 
2 80% of those employed in the first quarter after program exit will be employed in the third quarter after 
program exit; and 
a The average earnings change will be $3,423 for those who are employed in the first quarter after program 
and are still employed in the third quarter after program exit. 
(Goal 1.1A — FY 2002 Annual performance Plan) 


ETA Improve the outcomes for job seekers and employers who receive public labor exchange services. ETA Forward PY 2002 
In Program Year 2002: Funded 
e 55% of job seekers registerec with the public labor exchange will enter employment with a new employer 
by the end of the second quarter following registration; 


e 70% of job seekers will continue to be employed two quarters after initial entry into employment with a 
new employer; and 
a The number of job openings listed with the public labor exchange (with both State Workforce Agencies : 
and America’s Job Bank) will be at least the number obtained in Program Year 2001. 
(Goal 1.1B — FY 2002 Annual performance Plan) 
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Agency Performance Goals Goal Measurement ¥ 
Result Time Frame M 

ETA Increase entrance and retention of youth registered under the WIA youth program in education, training, ETA Forward PY 2002 a 
or employment. in Program Year 2002; Funded % 


« Of the 14-18 year-old youth who enter the program without a diploma or equivalent, 51% will attain 
4 secondary school diploma or equivalent by the first quarter after exit; 

# 63% of the 19-21 year-old youth will be employed in the first quarter after program exit; and 

« 77% o the 19-21 year-old youth employed in the first quarter after exit will be employed in the third 
quarter after program exit, 

(Goal 1,.2A — FY 2002 Annual performance Plan) 


ETA Increase participation, retention, and earnings of job Corps graduates in employment and education, ETA Forward PY 2002 
In Program Year 2002; Funded 
« 90% will enter employment or be enrolled in education; 
e The number of students who earn diplomas will increase by 20%; 
e Graduates with jobs will be employed at average hourly wages of $8.20; and 
® 70% will continue to be employed or enrolled in education six months after their initial placement date. 
(Goal 1,.2B — FY 2002 Annual performance Plan) 


ETA Increase entrance and retention of Youth Opportunity Grant participants in education, training, or employment. ETA Forward PY 2002 
In Program Year 2002: Funded 
e Of the 14-18 year-old youth who enter the program without a diploma or equivalent, 51% will attain a 
secondary school diploma or equivalent by the first quarter after exit; 
2 ® 63% of the 19-21 year-old youth will be employed in the first quarter after program exit; and 
e 77% of the 19-21 year-old participants will be employed in the third quarter after program exit. 
(Goal 1.2C — FY 2002 Annual performance Plan) 


ETA Increase the employment, retention, and earnings replacement of individuals registered under the WIA ETA Forward PY 2002 
dislocated worker program. In Program Year 2002: Funded 
e 78% will be employed in the first quarter after program exit; 
e 88% of those employed in the first quarter after program exit will be employed in the third quarter after 
program exit; and 
e Those who are employed in the first quarter after program exit and are still employed in the third quarter 
after program exit will have 98% of their pre-dislocation earnings. 
(Goal 2.3A — FY 2002 Annual performance Plan) 


ETA In Program Year 2001, the initial year of funding, an estimated 30 grants serving an estimated 20,000 Not Funded PY 2001 
participants will be awarded for the incumbent workers initiative. 
(Goal 2.3C — FY 2001 Annual Performance Plan) 


OSHA Reduce injuries and illnesses by 3% from the previous year’s rate in four industries characterized by Data Not FY 2002 


high-hazard workplaces. Yet Available 
(Goal 3.1D — FY 2002 Annual Performance Plan) 


AMD 


Significant FY 2002 Audits and Evaluations 


1, Workforce Investment Act: Better Guidance and Revised 
Funding Formula Would Enhance Dislocated Worker 
Program (GAO-02-274), February 2002 


Agency: ETA 
Conducted by: General Accounting Office 


Recommendations: This report recommends that DOL: 1) 
Actively identify areas that require additional assistance to 
help States and local areas implement the dislocated 
worker program; 2) Disseminate guidance that is more 
responsive to the concerns of workforce officials 
responsible for implementing the Act's requirements, 
including when to register individuals into the dislocated 
worker program and how to provide additional assistance 
to local areas using rapid response funds; and 3) 
Disseminate timely information on best practices being 
developed by local areas to meet the needs of their 
dislocated workers. 


Actions Taken: The actions proposed to address these 
concerns are discussed in guidance issued by the 
Department in November, 2001. The Department has also 
created and supported a National Dislocated Worker and 
Rapid Response Workgroup that developed a number of 
technical assistance products for use by staff in local 
workforce areas. These products are in production and 
will be available in 2003. In addition, the Department 
developed a contract to produce a website which will 
display best program practices nationwide. Full 
implementation of the website is expected later in the 
year. On the three-part formula for the dislocated worker 
program, the Department initiated a study of the 
dislocated worker formula and fund distribution process. 


Additional Information: Available from the GAO website: 


WWW. a0. g0V. 
2. Workforce Investment Act: Improvement Needed in 


Performance Measures to Provide More Accurate Picture of 
WIA’s Effectiveness (GAO- 02-275), February 2002 


Agency: ETA 
Conducted by: General Accounting Office 


281 


Recommendations; The report recommends that the 
Department: 1) Delay the provision of financial assistance 
for at least one year or until States have their data system 
in place to successfully track WIA outcomes; 2) Expedite 
guidance on revising negotiated performance levels and 
allow States to immediately begin the process of 
renegotiation; 3) Provide clearer guidance on WIA 
registration for tracking proposes and work proactively 
with States to implement guidance; 4) Continue to fully 
fund the Wage Record Interchange System (WRIS) to assist 
with the sharing of Unemployment Insurance data across 
state lines, and develop ways for States to share promising 
approaches in using supplemental data sources to close 
Unemployment Insurance data gaps and improve 
timeliness issues; 5) Ensure that development of optional 
One-Stop system measures is completed so States can 
implement them in the beginning of PY 2002. 


Actions Taken: The Department will take GAO's 
recommendation into account when determining whether 
to impose financial sanctions for under performance in PY 
2002. Guidance on sanction policy was provided (March 
2000). Additional guidance on negotiation of 
performance levels was issued to States (February 2002). 
The Department has also provided additional funding for 
the Wage Record Interchange System (WRIS). 


Additional Information: The full report is available from the 
GAO website: www.gao.gov. 


3. Workforce Investment Act: Interim Report on Status of 
Spending and States’ Available Funds (GAO-02-1074), 


September 2002 
Agency: ETA 
Conducted by: General Accounting Office 


Findings: GAO observed: (1) The Department lacks 
accurate information upon which to base WIA funding 
decisions because of inconsistencies in the way fund 
obligations are reported by States. (2) When obligations 
are not considered, funding commitments made by States 
and localities are not included, causing the Department's 
estimate of available funds to be overstated. (3) Even with 
data limitations it is likely that the States will easily spend 
their allocation within the three years allowed — most of 
it within the first 2 years. (4) To improve accuracy of 
financial reporting and enhance the way they manage 
funds, States should seek more help from the Department 
in the form of better definitions, better guidance and 
technical assistance, and the systematic sharing of 
effective management strategies. 


Appendix 3 


Actions Taken; ETA responded to the observations made in 
this recent report but has not yet taken any action, ETA 
published a clarification of reporting instructions on 
November 6, 2002 to address concerns expressed to GAO 
and has conymitted to provide additional guidance and 
technical assistance during the current year, This 
guidance and technical assistance will extend to the 
proper accounting for Federal funds, clarification of 
reporting requirements, and discussions of best practices 
relating to the effective and timely spending of WIA 
allocations. A number of other recommendations made 
by GAO could substantially increase the reporting burden 
and may not produce the desired results. ETA believes 
these are more appropriately discussed as part of the 
upcoming WIA reauthorization, 


Additional Information: The full report is available from the 
GAO website: www.gao.gov, 


4. Workforce Investment Act: Youth Provisions Promote New 
Service Strategies but Additional Guidance Would Enhance 
Program Performance (GAO-02-413), April 2002 


Agency: ETA 
Conducted by: General Accounting Office 


Findings: 

@ Nearly all local workforce investment boards 
nationwide established a youth council and network of 
youth service providers, but not without challenges. 

@ Youth councils established linkages with the 
education community. 

® Two factors improved coordination and delivery of 
services: having experience in collaborative efforts 
among various public and private youth-serving 
agencies and placing priority on youth development 

@ Three legislative requirements impeded progress: 
eligibility documentation requirements, meeting the 
30% requirement of funds to be spent on out of school 
youth, and complex performance measures. 


Recommendations: Issue guidance to assist boards and 
Youth Councils in: 
® Recruiting representatives for the Youth Council 
& Increasing responses to Requests for Proposal 
@ Sharing client information among agencies to verify 
applicant eligibility 
® Recruiting and training out-of-school youth 
@ Facilitating linkages between boards and youth councils 
and their youth-serving partner 
8 Collaborating with Dept. of Education and other experts 
to link workforce and education activities 
8 Clarifying the definition of skill attainment for younger 
youth to ensure consistency in reporting 


United States Department of Labor 


Actions Taken; The Department disseminated youth 
council tool kits on July 23,2002, Program Guidance for 
Implementation of Youth Services under WIA was issued 
May 20, 2002, and provided guidance on a) 
increasing/leveraging funding sources to better serve out- 
of-school youth; b) developing and implementing 
strategies and service delivery priorities to promote greater 
participation of faith and community based programs in 
delivery of WIA youth services; and c) strategies for 
enhancing recruitment and retention of out-of-school 
youth, The Department is still exploring sampling 
methodology to ease eligibility requirements. Also, the 
Department has received a draft final report on practices 
that enhance youth connections and access to One-Stops. 
A National Youth Summit was held in June 2002, in 
collaboration with the Department of Education. In 
preparation for WIA reauthorization, ETA has conducted 
several national and regional forums and experts meetings, 
including education representatives, to seek input and 
discuss and identify issues to address in reauthorizing the 
legislation. The Department will clarify the definition of 
skill attainment with the implementation of common 
performance measures for job training programs in the 
2004 budget. 


Additional Information: The full report is available from the 
GAO website: www.gao.gov. 


5. Left Out of the Boom Economy: UI Recipients in the 
Late 1990s, October 2001 


Agency: ETA 
Conducted by: Mathematica Policy Research (MPR), Inc. 


Findings: Based on a nationally representative sample of 
3,907 UI recipients who established a Ul benefit year in 
1998 (1,864 of whom exhausted benefits), the study found 
that Ul claimants on average took longer to find 
reemployment, had higher exhaustion rates, and found 
new jobs replacing less of their pre-unemployment wages 
than showed up in a similar study by MPR ten years 
earlier. In part, these changes mirrored changes in the 
U.S. economy generally (Unemployment durations have 
lengthened, claimants are older and more likely to be 
minorities.) but also reflected declines in potential UI 
benefit durations. Claimants were less likely to have 
registered with the Employment Service or One-Stop than 
in 1988, and less likely to have received services once 
registered, but more likely to have participated in training 
or education to improve work skills. Services are well 
targeted on claimants at different income levels and those 
who have exhausted benefits or were dislocated workers. 
However, the authors consider low-skilled claimants 
relatively underserved because their labor market 


outcomes were significantly worse than other 
recipients despite receiving services at the same rate 
as higher-skilled workers. 


Recommendations: The study recommends that States (1) 
strengthen job search requirements; (2) increase resources 
available to reemployment services, and (3) ensure that 
low skill workers are targeted for reemployment services 
by expanding the measures of skill level used in profiling. 


Actions Taken: This research has been instrumental in 
helping formulate possible ways of measuring entered 
employment of UI claimants as indicators of the extent 
that the UI system facilitates UI claimants’ reemployment 
In March 2002, the Department distributed $8 billion in 
special Reed Act funds to States and has urged the States 
to use some of these resources for reemployment services. 


Additional Information: The report can be found on the DOL 
web site at: http://wdr.doleta.gov/owsdrr/ETA_occasional.asp 


6. Unemployment Insurance: Increased Focus on Program 
Integrity Could Reduce Billions in Overpayments (GAO 02- 
697), July 2002 


Agency: ETA 
Conducted by: General Accounting Office 


Findings: Between September 2001 and May 2002, the 
GAO reviewed internal Department guidance and 
documentation, performance plans and reports, 
performance data relevant to the Department's oversight of 
the Ul program, and data from the Benefit Accuracy 
Measurement (BAM) and Benefit Payment Control (BPC) 
systems; and they interviewed over 100 management and 
line staff in the ETA national and Regional offices, in six 
state UI offices, and various stakeholder organizations. 
They concluded that BAM estimates are better indicators 
of the true levels and nature of overpayments than 
reported data on BPC activities because they reflect all 
reasons for overpayments accurately, and not only those 
that are administratively detectable or cost-effective to 
establish for recovery. GAO determined that States do not 
sufficiently balance the need to process and pay claims 
quickly with the need to control program integrity, and 
rely too heavily on what claimants themselves report 

ab« i their eligibility for benefits. Further, the GAO 
believes the Department has also emphasized payment 
timeliness over payment accuracy — e.g., through its 
choices of key performance measures and in the lack of 
incentives and sanctions to promote accuracy. At the 
same time, the GAO commended the Department for 
working to obtain data and conduct analyses that help 
States improve integrity, and for its decision to develop a 
key payment accuracy measure for FY 2003. 
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Recommendations; The GAO recommends that the 
Department (1) revise program measures to ensure 

i creased emphasis on payment accuracy; (2) develop 
incentives and sanctions that will encourage compliance 
with payment integrity measures; (3) use its quality 
assurance (BAM) data more intensively to help States 
identify internal policies and procedures that need to be 
changed to enhance program accuracy; (4) help States 
increase the proportion of overpayments they recover each 
year; and (5) study the potential for using the Wave 
Record Interchange System (WRIS) to verify eligibility of 
persons claiming interstate benefits. 


Actions Taken: The Department has taken several actions 
consistent with the GAO’s recommendations. These 
include the development of the proposed integrity 
measure; conducting several analyses of the causes of Ul 
overpayments and the benefits and costs of preventing, 
detecting and recovering them; and instructing States to 
use New Hire data to inform BAM overpayment estimates, 
and encouraging them to use new hires data to improve 
the detection and recovery of overpayments due to 
claimants who continue to claim benefits despite having 
returned to work. In June, ETA announced an agreement 
with the Social Security Administration to give States real- 
time access to the Social Security database. This will 
permit them to prevent many, if not most, overpayments 
due to fraudulent or mistaken use of Social Security 
Numbers (SSNs). Ul payment integrity is a Federal 
emphasis area in the State Quality Service Plan for FY 
2003; States must explain how they intend to address 
program integrity during the upcoming year. 


Additional Information: The complete GAO report may be 
obtained from the GAO's web site at www.gao.gov. 


7. Audit of the Unemployment Insurance Data Validation 
Pilot Program (OIG/OA Report 22-02-005-03-315), 
March 2002 


Agency: ETA 
Conducted by: Office of Inspector General 


Findings: During 2001 and 2002, the OIG reviewed the 
UI Data Validation (UI DV) program, which the 
Department will rely on to ensure the accuracy of data 
used to compute key performance measures. States are 
now in the process of implementing UI DV with a targeted 
completion date of July 2003. The OIG audit involved 
reviewing the Ul DV handbooks, related procedures for 
handling reports data, and visits to two of the three UI DV 
pilot States (Minnesota and North Carolina). The OIG 
concluded that the Ul DV methodology is sound and that 
it contains appropriate man. ' controls to provide 
reasonable assurance of va! s data. They also 
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identified two best practices (Minnesota's use of Social 
Security query and cross match procedures, and North 
Carolina's data extraction procedures, ) 


Recommendations; The OIG recommended that the 
Department (1) establish written internal procedures to 
eisure the completeness of performance reports data; (2) 
validate Ul program performance data annually instead of 
on the regular Ul DV 3-year cycle; and (3) require 
reporting entities to retain complete audit trails. 


Actions Taken: The Department agreed with the OIG 
findings and is taking steps to implement them. It has 
agreed to validate data used to compute key GPRA 
performance goals annually, but notes that the annual 
validation of data cannot begin until about FY 2005, after 
all States have completed their first full validation. 


Additional Information: The complete OIG audit report can 
be found on the OIG's web site at www.oig.dol.gov/public/ 
reports/oa/2002/22-02-005-03-315.pdf 


8. Findings and Recommendations to the Chief Financial 
Officer as a Result of an Audit of the U.S. Department of 
Labor's Principal Financial Statements (OIG/ OA Report 22- 
02-004-13-001), March 2002 


Agency: ETA 
Conducted by: Office of Inspector General (OIG) 


Findings: The OIG notes that Ul’s Benefit Accuracy 
Measurement (BAM) data reflects little change in Ul 
overpayment rates, and that BAM data are not being used 
fully either to identify States with especially higher 
overpayment rates or that are doing especially good jobs of 
preventing or recovering overpayments. It considers that 
States need to improve their internal controls over UI 
payments, and that DOL involvement is required if they 
are to increase the prevention, detection and recovery of 
recoverable overpayments they can detect through Benefit 
Payment Control (BPC) operations (the Department 
estimates through BAM that these were roughly $1 billion 
in FY 2001). 


Recommendations. The OIG recommends (1) a written 
plan to use BAM data as the impetus for internal controls 
over the benefit payment process, to include analysis 
procedures, methods to assist States in developing system 
improvements, and monitoring of program improvement 
actions; (2) accelerated efforts to use better systems to 
prevent and detect overpayments, such as new hires data 
and the Social Security on-line Query System; (3) using the 
same Cause categories for BPC overpayments established 
as BAM uses for its estimates, so that the effectiveness of 


BPC in establishing overpayments can be better 
determined; and (4) perform a cost-benefit analysis of 
overpayments identified as being difficult for BPC units to 
detect and to determine whether additional resources 
should be devoted to such areas. 


Actions Taken; The Department has taken several actions 
consistent with these recommendations, It developed a 
multi-year plan to address the identification of the causes 
of Ul overpayments through more detailed analyses, and 
to stimulate corrective actions by the States. Pursuant to 
this work plan, it has conducted several analyses of the 
causes of Ul overpayments and the benefits and costs of 
preventing, detecting and recovering them. A preliminary 
analysis concluded that the costs of detecting most types 
of errors now undetected at the claims administration level 
exceed probable recoveries. Ul payment integrity is a 
federal emphasis area in the State Quality Service Plan for 
FY 2003; States must explain how they intend to address 
program integrity during the upcoming year. The 
Department has instructed BAM units to use data from the 
State Directory of New Hires to inform BAM overpayment 
estimates, and has encouraged States to use new hires 
data to improve the detection and recovery of 
overpayments made to claimants who continue to claim 
benefits despite having returned to work. In June 2002, 
ETA announced an agreement with the Social Security 
Administration to give States real-time access to the Social 
Security database. This will permit them to prevent many, 
if not most, overpayments due to fraudulent or mistaken 
use of Social Security Numbers. 


Additional Information: The complete OIG audit report 
can be found on the DOL/OIG web site at www.oig.dol. 
gov/public/reports/oa/2002/22-02-004-13-001 .pdf 


9. Workforce Investment Act Performance Outcomes 


Reporting Oversight (OIG/OA Report 06-02-006-03-390), 
September 2002 


Agency: ETA 
Conducted by: Office of Inspector General 
Findings: The audit report raised concerns about whether 


the third party data reported by states for WIA 
performance were accurate and supportable. 
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Recommendations: OIG recommended that the Assistant 
Secretary for Employment and Training: (1) continue ETA‘s 
efforts to establish a standardized, statistical method for 
WIA performance data validation and require States to use 
this method or a comparable one, (2) provide States with 
consistent definitions and documentation guidelines, and 
(3) have ETA regional representatives require states to 
validate data as part of their monitoring, establish 
minimum documentation standards, and independently 
calculate reported performance as part of state 
performance monitoring. 


Actions Taken: The Assistant Secretary generally agreed 
with the concerns raised by the Office of Inspector 
General, though not with each of the recommendations. 
The response indicated that the Inspector General 
concerns would be addressed with the deployment of a 
data validity and verification policy and tools that have 
been under development and are scheduled to be 
deployed in 2003. 


Additional Information: The complete OIG audit report 
can be found on the DOL/OIG web site at www.oig.dol. 
gov/public/reports/oa/2002/06-02-006-03-390.pdf 


10. Pension Welfare Benefits Administration: Opportunities 
Exist for Improving Management of the Enforcement 
Program (GAO- 02-232), March 2002 


Agency: PWBA 
Conducted by: General Accounting Office 


Findings: The GAO concluded that PWBA’s enforcement 
program is, overall, a well-run program. They identified 
certain weaknesses in PWBA's management of its 
enforcement strategy and investigative process, in its 
overall human capital management, and in its measures 
for addressing program performance. GAO recommended 
actions to improve national oversight and coordination 
and to address workforce issues. 


Recommendations: (1) Develop a cost-effective strategy to 
assess the level and type of ERISA non-compliance in 
employee benefit plans. (2) Conduct regular reviews of 
the sources of cases that lead to investigations. (3) Share 
best practices among regions on selecting and conducting 
investigations. (4) Develop a closed case quality review 
process that ensures the independence of reviewers. (5) 
Monitor and analyze barriers to participation in the 
Voluntary Fiduciary Correction (VFC) program and find 
ways to reduce them. (6) Conduct a comprehensive 
review of PWBA’s future human capital needs. 


Significant FY @UUeée Audits and Evaluations 


Actions Taken: (1) PWBA has recently completed a 
baseline compliance study with respect to health care 
provisions of Part 7 of ERISA. During FY 2003, PWBA will 
conduct a follow-up study of its FY 1995 baseline study to 
assess the quality of employee benefit plan audits for Plan 
Year 2000. (2) PWBA will conduct annual reviews of the 
sources of Cases as resources permit. A baseline review of 
FY 1999 data was issued October 31, 2001, and a review 
of FY 2000 data was issued December 30, 2002. Work 
has already begun on designing a study of FY 2001 and 
2002 data. The FY 2000 analysis provided an overview of 
the various types of investigations conducted by PWBA 
during FY 2000; identified which sources of investigations 
are most likely to result in correction of a violation; 
identified which sources of investigations that resulted in a 
corrected violation are most cost-effective, in terms of staff 
years expended; analyzed the geographic coverage of the 
enforcement program during FY 1999 and FY 2000; and, 
reviewed the Agency's Taft-Hartley investigations. (3) 
PWBA is developing an internet website to facilitate the 
sharing of best practices. PWBA is also exploring other 
avenues for sharing best practices. Suitable ideas will be 
presented to the Director of Enforcement for 
consideration. (4) PWBA is finalizing a new quality review 
process that will be implemented in FY 2003. (5) PWBA 
modified its VFC program taking into account GAO's 
specific recommendations by expanding the scope of the 
program, reducing the documentation requirements, and 
providing limited relief from the excise tax imposed on 
prohibited transactions under the Internal Revenue Code. 
(6) During FY 2003, PWBA will prepare a report of 
accomplishments in the human capital management area 
that address the future human capital needs identified by 
GAO. As part of the Department's Strategic Management 
of Human Capital, the Department requested funding for 
FY 2003 to lead a Department-wide, cross cutting 
initiative to conduct workforce analyses. PWBA has 
submitted a proposal under this program. At this time, the 
Department is considering PWBA’s proposal and awaiting 
the final outcome of the FY 2003 appropriation. If 
PWBA’s proposal is granted and funded, PWBA anticipates 
using this preliminary workforce analysis as a basis for 
developing a more comprehensive, strategic plan for 
human capital. 


Additional information: A copy of the complete report can 
be obtained from the Pension and Welfare Benefits 
Administration, 200 Constitution Avenue, N.W., Room 
N-5668 Washington, D.C., 20210. Please specify 

report # GAO-02-232 dated March 2002. The report 

may also download it directly from www.GAO.gov. 
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11, Market Landscape Analysis: Saving Matters Campaign 
and Publications 


Agency: PWBA 


Conducted by: The Gallup Organization in collaboration 
with Cone, LLC 


Findings: (1) There is a need for focused, retirement savings 
education. (2) Americans know saving is important, but 
they need to feel empowered. (3) There is a lack of 
attention paid to American workers who need and want 
retirement savings education. (4) Measurement of the 
effectiveness of retirement savings education efforts is 
exceptionally difficult. (5) Many key organizations are 
willing to collaborate on savings education but want their 
goals and “branded” materials to be the focus. (6) The 
Saving Matters campaign offers a base from which to grow. 
(7) DOL has an important role to play in the retirement 
savings educational arena. (8) Department educational 
campaign materials were found to be clearly presented 
and easy to understand but the covers could be improved 
to increase the likelihood that the materials would be 
opened. (9) There is pervasive misunderstanding of basic 
financial management issues such as the tax benefits of a 
401(k), risks associated with long-term investment, and the 
positive benefits of saving early and compounding interest. 


Recommendations: (1) The campaign should: (a) have 
clearly defined objectives, criteria, audiences, and mission 
statement, (b) focus on workers and make retirement 
savings issues relevant, (c) educate on how to plan and 
save for retirement, (d) increase understanding of 
retirement savings options, (e) encourage taking action, 

(f) include a comprehensive approach with focused and 
consistent messages and strong campaign voice, (h) 
leverage DOL assets particularly field staff, (i) collaborate 
with select partners, (j) establish measurable outcomes, 
and (k) target the underserved segment of worker. (2) 
With respect to campaign publications, materials should: 
(a) focus on educating workers with real examples of the 
tax benefits of retirement savings vehicles, (b) demonstrate 
how saving small amounts compounds over time, and 

(c) focus on how the market performs in the long term. 

(3) Recommendations were made for distribution points to 
encourage individuals unlikely to seek out information but 
who would be willing to read retirement savings 
information if provided to them. (4) The Savings Fitness 
cover should be redesigned to include DOL branding. 


Actions Taken: (1) Findings were presented to the PWBA 
Regional Executive leadership and Supervisory Benefit 
Advisors stressing the need to focus on workers and 
develop evaluation criteria. (2) The Strategic Outreach and 
Education Plan for Saving Matters for FY 2003 has been 
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revised, (3) The Department contracted with Gallup to 
develop measurable outcomes and to conduct program 
evaluations in FY 2003, including potential use of pre and 
post surveys to measure campaign effectiveness. Results 
of this initiative will not be complete until late FY 2003, 
At that time, PWBA will review Gallup’s findings and 
consider whether to incorporate them, as appropriate. (4) 
The cover of the Savings Fitness booklet was redesigned to 
encourage individuals to read the publication. 


Additional Information: A copy of the complete reports can 
be obtained from the Pension and Welfare Benefits 
Administration, 200 Constitution Avenue, N.W., Room N- 
5668 Washington, D.C., 20210. 


12. Introducing the Health Care Compliance Assistance Plan 
Agency: PWBA 
Conducted by: PWBA 


Findings: After reviewing a representative sample of health 
plans for compliance with the health care provisions of 
Part 7 of ERISA [e.g. Health Insurance Portability and 
Accountability Act (HIPPA)] of 1996, Mental Health Parity 
Act of 1996, Newborns’ and Mothers’ Health Protection 
Act of 1996, and Women’s Health and Cancer Rights Act 
of 1998), PWBA found: (1) Generally, group health plans 
are in compliance with the substantive provisions of the 
new health laws. (2) Implementation problems exist, 
particularly with respect to certain requirements to provide 
notice to plan participants as well as certain discrete 
substantive prov's:ons that are technical in nature. 


Recommendations: (1) Develop and distribute additional 
publications and other educational materials to improve 
compliance. (2) Dedicate a section of the compliance 
assistance page on PVWVBA's website to the new health care 
laws. (3) Participate in live workshops around the country 
for the regulated community. 


Actions Taken: PWBA has developed the HIPAA 
Compliance Assistance Program (H-CAP) to improve 
compliance by partnering with the regulated community 
to address problem areas identified in the Project. Under 
the H-CAP initiative, PWBA is (1) publishing three new 
publications to assist group health plans and health 
insurance issuers in complying with the new laws, 
including a new Self-Audit Checklist, updated Compliance 
Tips, and a New Health Laws Notice Guide. These 
materials will be distributed through PWBA‘ toll-free 
publications line, at workshops and compliance assistance 
activities, through industry groups and industry 
newsletters, the trade press, and the PWBA website; (2) 
dedicating a new section of the web page to make it 


easier for plans, issuers, and other service providers to 
find, in one location, all of the regulations, publications, 
frequently asked questions, and other guidance available; 
and (3) developing live workshops to be presented around 
the country where trained staff will meet with plan 
administrators, plan sponsors, and other service providers 
to apply the new Self-Audit Checklist to various sample 
plan provisions. 


Additional Information: A copy of the Health Disclosure 
and Claims Issues: FY 2001 Compliance Project Report 
can be obtained from the Pension and Welfare Benefits 
Administration by calling the toll-free publications hotline 
at 1-866-275-7922 or by downloading it from the Internet 
at: www.dol.gov/pwba. 


13. Audit of the Federal Employees’ Compensation Act 
Performance Measures System (OIG/OA Report 22-02- 
006-04-431), March 2002 


Agency: ESA 
Conducted by: Office of inspector General (OIG) 


Findings: The Office of Inspector General completed an 
audit of the Federal Employees’ Compensation Act (FECA) 
program’s performance measures for Fiscal Years 1999 and 
2000. The audit's objectives were to determine whether 
(1) the Division of Federal Employees’ Compensation’s 
(DFEC’s) stated mission relates to its authorizing legislation 
and reported performance measures reflect achievement 
of legislative intent; (2) all FY 1999 and 2000 performance 
goals were measurable and management controls existed 
over data reporting, appropriateness, description, and 
definition; and (3) the full cost of accomplishing these 
performance goals was developed. 


The OIG found that the FECA program mission relates to 
its legislative authority and that its FY 1999 and 2000 
performance goals provided accountability because goals 
were measurable and outcome oriented. In addition, 
DFEC has been very active in coordinating the FECA 
program and activities with other Federal agencies with 
crosscutting issues to achieve performance goals. 
However, the OIG stated that management controls over 
data reporting, appropriateness, description, and definition 
could be improved. Specifically, OIG found that FECA 
customer satisfaction goal was not fully appropriate 
because DFEC did not include employing agencies as a 
customer, the Lost Production Days goal should include a 
definition for “lost production days,” and management 
controls related to four of the goals would be improved if 
written procedures were developed to document and 
describe data collection and reporting procedures. Also, a 
system to identify the full cost of accomplishing these 
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performance goals - a step necessary to comply with 
Statement of Federal Financial Accounting Standards 
(SFFAS) No. 4 requirements — has not been developed. 


Recommendations: The OIG commended DFEC for its 
efforts to develop and implement a strategic and annual 
performance plan that reflects its mission with outcome- 
based goals. To improve its goals and management 
controls, the OIG recommended that DFEC should: 


@ Establish a performance goal for customer satisfaction 
that includes employing agencies; 

s Expand the description for performance for the Lost 
Production Days goal to define “lost production days.” 

@ Define in writing how to calculate the quality index 
score for the claims processing quality goal as part of 
the Accountability Review; 

@ Develop written procedures to explain how (and what 
sources are used) to extract the data and make the 
calculations to report on the performance measures; and 

@ Establish a time line for developing and placing in 
operation a system that links performance measures, 
costs and the budget. 


Actions Taken: OWCP generally concurred with the 
findings and recommendations in the report. Actions 
taken include establishment of a customer service goal 
that includes employing agencies; definition of “lost 
production days”; definition of the quality index score 
calculation; and written procedures explaining how data 
is extracted and calculations made. The recommendation 
to establish a timeline to establish a system to link 
budget and performance is unresolved; a corrective 
action plan and timeline for completion was completed 
in December 2002. 


Additional Information: The complete report can be found 
on the OIG’s website at www.oig.dol.gov/public/reports 
/oa/2002/22-02-006-04-431 .pdf 


14. OSHA Data Initiative Collection Quality Control: 
Analysis of Audits on 2000 Employer Injury and Iliness 
Record keeping 


Agency: OSHA 


Conducted by: Eastern Research Group, Inc. and the 
National Opinion Research Center 
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Findings: The data collected by the OSHA Data Initiative 
(ODI) represent reasonable quality for OSHA's targeting 
and performance measurement purposes. There has been 
a slight overall improvement among employers in 
maintaining onsite log and hours worked data that are 
consistent with information submitted to OSHA for the 
ODI. The percent of establishments classified with 
accurate record keeping (at-or-above the 95 percent 
threshold) is above 90 percent for both total recordable 
and lost workday injury and illness cases. 


Recommendations: Continue the audit program as a 
quality control mechanism and use the information in 
outreach efforts to improve employer injury and illness 
record keeping. Conduct an adjunct analysis to determine 
the best method for assessing employer understanding of 
the revised record keeping rule. 


Actions Taken: OSHA will continue the Audit and 
Verification Program of Occupational Injury and Illness 
and Illness Records, implement the recommendations to 
improve the audit processes, and use the results to reach 
out to employers to help them implement the new record 
keeping rule and to improve their record keeping. 


Additional Information: A copy of the report can be 
obtained from the Occupational Safety and Health 
Administration, 200 Constitution Ave., NW, Washington, 
DC 20210 or by calling 202-693-2000. 


15. Evaluation of the OSHA Consultation Program 
Agency: OSHA 


Conducted by: John Mendeloff, PhD., University of 
Pittsburgh and Wayne Gray, PhD, Clark University 


Findings: Through agreements with States, OSHA's 
Consultation program funds State-provided, free safety 
and health consultation visits to employers who request 
them. A consultation is associated with a 5.2% decline in 
the establishment's lost workday injury and illness rate 
(at the 90% confidence level). Limiting the analysis to 
consultations that provided a complete safety hazard 
assessment produced a larger (8.9%) decline in LWDII 
rate. Inspections of establishments that had a consultation 
visit in the prior 2 years found significantly fewer serious 
violations, imposed penalties less often, and imposed 
smaller penalties. Inspections with a preceding 
consultation found an average of 0.66 fewer serious 
violations and assessed an average of about $3,000 less 
in penalties. 
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Recommendations: Improve the quality of data submitted 
from State Consultation Programs and encourage them to 
submit data from consultations on a timelier basis. 
Conduct further investigation of possible associations 
between consultation characteristics (such as type and 
duration of services provided) and injury and illness rates. 


Action Taken: OSHA is addressing the need to improve the 
quality of the data submitted from the State Consultation 
Programs in FY 2003 through its Integrated Management 
Information System redesign project. OSHA will assess 
the impact of the consultation program by analyzing injury 
and illness data from the OSHA Data Initiative for 
establishments that have received consultation visits. 


Additional Information: A copy of the report can be 
obtained by writing the Occupational Safety and Health 
Administration, 200 Constitution Ave., NW, Washington, 
DC 20210 or by calling 202-693-2000. 


16. Workplace Safety and Health: OSHA Should Strengthen 
Management of Its Consultation Program (GAO-02-60), 
October 2001 


Agency: OSHA 
Conducted by: The General Accounting Office 


Findings: GAO identified factors that contribute to or 
detract from small employers’ willingness to participate in 
OSHA's Consultation Program. They also found 
weaknesses in OSHA's ability to measure the success of 
the program and in its process for allocating program 
funds to the States. 


Recommendations: Restructure the formula for distribution 
of funds to State consultation projects. Improve the 
measurement of the program and better assess the impact 
of the program on worker safety and health. 


Actions Taken: OSHA has revised its formula to allocate 
funds based on performance criteria, and will use the new 
formula in FY 2003. OSHA will address the other 
recommendations through the IMIS redesign project and 
by analyzing injury and illness data from the OSHA Data 
Initiative for businesses served by the consultation 
program. In addition, OSHA has implemented an 
inspection deferral program, whereby employers working 
towards an effective safety and health management system 
are granted up to 18 months deferral from a programmed 
OSHA inspection. This inspection deferral program 
should increase small business’ willingness to participate 
in the OSHA Consultation Program. Finally, the funding 
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formula rewards States that proactively seek out and 
service small high-hazard employers, most likely resulting 
in increased participation by small employers in OSHA's 
Consultation Program. 


Additional Information: The complete report can be found 
on the General Accounting Office website at 
WWW. a0. OV. 


17. Worker Protection: Labor's Efforts to Enforce Protections 
for Day Laborers Could Benefit from Better Data anc 
Guidance (GAO- 02-925), September 2002 


Agency: OSHA 
Conducted by: The General Accounting Office 


Findings: Current data on injury and illness may overlook 
hazardous workplaces for day laborers. DOL uses injury 
and illness data reported by employers to determine which 
industries and workplaces to target for investigation. 
However, temporary staffing agencies are not required to 
report such data—a responsibility that falls to the client 
employers—so OSHA cannot identify the extent to which 
day laborers working through temporary agencies are 
injured or killed. GAO suggested that because OSHA 
focuses its inspections on larger employers, smaller sites 
(where day laborers are more likely to be employed) might 
be overlooked. 


Recommendations: GAO recommended that OSHA 
enhance procedures to reach day laborers, 

review local efforts to obtain additional data on the 
presence and violation experience of day laborers 
working for temporary staffing agencies, finalize its effort 
to collect data on fatalities, and consider developing 
regulations to specify temporary staff agency 
responsibility for safety and health. 


Actions Taken: In response to the report's 
recommendations, OSHA will continue to make a 
concerted effort to address issues related to day laborers; 
OSHA’ regional and area offices will continue working at 
a local level with a variety of organizations — faith-based, 
community, academic and governmental - to address the 
issues related to day laborers. OSHA will also (1) 
continue exploring the best way to collect data on the 
violation experience of day laborers, redesigning its 
current data collection tool, Form 170 and (2) review 
interpretations for consistency and conformity with 
current policy. 


Additional Information: The complete report can be found 
on the General Accounting Office website at www.gao.gov. 
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18. Performance Audit of Strategic Partnership Program 
Occupational Safety and Health Administration for the 
Period January 1, 1995 through February 28, 2002 (OIG/OA 
Report 05-02-007-10-001), September 2002 


Agency: OSHA 
Conducted by: Office of the Inspector General (OIG) 


Findings: The Office of the Inspector General issued a 
report on OSHA Strategic Partnerships (OSP). In an OSP, 
OSHA enters into an extended, cooperative relationship 
with employers, employees, and employee representatives. 
The objectives of the audit were to determine how 
effective OSHA was in establishing OSP’s through its 
outreach efforts, and if the OSP’s were making an impact 
in improving safety and health conditions in the 
workplace. The OIG found examples of OSP successes, 
but they also found that OSHA needed to improve data 
collection and program impact measurement, increase 
program participation, and improve OSHA staff awareness 
of program requirements. 


Recommendations: Enlist more employers into OSP’s, 
ensure policies and procedures are communicated to all 
field offices, enforce the requirement that program 
evaluation reports be completed annually, ensure 
verification inspections are performed as required, share 
encouraging preliminary results of the OSP’s with potential 
participating employers, explore procedures for obtaining 
information to corroborate Lost Work Day Injury and 
IIIness information, and correct and update the OSP log 
information and transfer information to a database system. 


Actions Taken: |In response, OSHA expanded the database 
for strategic partnerships by including additional data 
points, tracking information, and general information that 
will enable it to better service and assist small businesses. 
Additionally, OSHA did the following: improved data 
quality; initiated analysis of OSP evaluation reports 
received through FY 2002; increased coordination 
between personnel involved with the program at the 
National, Regional and Area Office levels; and drafted a 
revised directive to clarify program requirements that is 
currently being reviewed by OSHA’ field units. 


Additional Information: The complete report can be 
found on the Office of Inspector General website at 
www.oig.dol.gov/public/reports/oa/main.2002/05- 
02-007-10_001.pdf. a 
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Strategic Goal 1—A Prepared Workforce 


Outcome Goal 1.1: Increase Employment, Earnings and Assistance 


Performance Goal 1.1B — FY 2001 Annual Performance Plan 


in Program Year 2061, of those registered under the Workforce lavestment Act (WIA) adult program, 78% will be employed in the 
thirdquarter after program exit, with increased average earnings of $3,361. 


PY 2000: Of those registered under the WIA adult program and employed in the first quarter after exit, 77% will be employed in the third 
quarter after program exit, with increased average earnings of $3,264 


Results PY 2001: The goal was achieved, Of those registered and employed in the first quarter after program exit, 78.9 % were 
employed in the third quarter after program exit, with increase average earnings of $3,555. 


PY 2000: The goal was exceeded. Of those registered under the WIA adult program and employed in the first quarter after 
exit, 78% were employed in the third quarter after program exit, with increased average earnings of $3,684. 


PY 1999: Not applicable 
Employment retention after six months and average earnings change after six months 


Indicator 
Data Source | Workforce Investment Act Standardized Record Data included in the Enterprise Information Management System and 
Unemployment Insurance Wage Records 

Baseline 


PY 2000, the first full year of WIA implementation, constitutes the baseline year for this measure. The performance measure 
is derived from the agreed upon levels of performance for all States. These measures will be regularly reviewed for 
appropriateness and rigor as performance data becomes available. 


Comment The Department, in collaboration with the Office of Management and Budget, is developing common performance measures 
for all employment and training programs. The purpose of this initiative is to develop common performance measures that 
address the goal of getting a job, job retention, and improved earnings for participants and costs in all affected programs. In 
FY 2003, the Department will begin the process of revising definitions of existing measures and reporting requirements 
consistent with existing laws so that the common measures may be implemented in Program Year 2004. 


Performance Goal 1.1€ — FY 2002 Annual Performance Plan 


FY 2882: Strengthen the registered apprenticeship system to meet the training needs of business and workers in the 21st Century. 
FY 1999-2001: N/A 


Results FY 2002: This goal was achieved. The number of new registered apprenticeship programs increased to 2,952, an increase of 
75% over the established baseline. The number of new businesses involved in apprenticeship increased to 5,883, an 
increase of 99% over the established baseline. The number of new apprentices increased to 129,388, an increase of 64% 
over the baseline. The number of new programs in new and emerging industries - at a minimum Information Technology, 
Health Care and Social Services - increased to 326, an increase of 23% over the baseline. 


FY 1999-2001: N/A 
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Data Source 


Baseline 


¥ 


' Performance Goal Matrices 


FY 2002: 

a Increase the number of new apprenticeship programs over the established baseline by 10%; 

a Increase the number of new businesses involved in apprenticeship over the established baseline by 10%; 

e Increase the number of new apprentices over the established baseline by 10%; and 

s Increase the number of new programs in new and emerging industries - at minimum Information Technology, Health 
Care and Social Services - over the established baseline by 10% 


Registered Apprenticeship Information Management System as of February 2002 and the Apprenticeship Information 
Management System 


DOL established the baseline for each of the following indicators using the average of FYs 1999, 2000 and 2001 data: 
a New apprenticeship programs: 1,685 

s New businesses involved in apprenticeship: 2,953 

e New apprentices: 78,770 

a New programs in new and emerging industries: 266 


DOL will develon the mechanisms for new indicators during FY 2003 to measure the following: 
a The number of apprentices that graduate; and 
a Entry and graduate apprentices’ wage gains. 


Performance Goal 1.1C — FY 2001 Annual Performance Plan 


In Program Year 2001, 76% of job seekers registered by the Wagner-Peyser Act funding stream will have unsubsidized jobs six months 
after initial entry into employment (Six Month Retention Rate). 


Results 


Indicator 


Data Source 


PY 2001; The goal was not measured. The Employment Service will not begin collecting employment retention outcome 


data until Program Year 2002 due to delays in implementing the new Labor Exchange Performance Measurement System. 


Percent of individuals registered who remained in unsubsidized jobs six months after entry into employment 


Job seekers registered by the Wagner-Peyser Act funding stream that have entered unsubsidized employment and received 
some service reported on the ETA 9002. In FY 2003, the Department will begin the process of revising definitions of existing 
measures and reporting requirements consistent with existing laws so that the common measures may be implemented in 
Program Year 2004.. 


This is a new goal that States will begin reporting on effective PY 2002. 


The Department, in collaboration with the Office of Management and Budget, is developing common performance measures 
for all employment and training programs. The purpose of this initiative is to develop common performance measures that 
address the goal of getting a job, job retention, and improved earnings for participants and costs in all affected programs. 


Performance Goal 1.1D — FY 2001 Annual Performance Plan 


In Program Year 2001, increase by 10 percent, the total number of job openings listed with the public employment service, including 
both those listed with State Workforce Agencies (SWA's) and those listed directly with America’s Job Bank (AJB) via the Internet. 


Appendix 4 


PY 2000: Increase by 15 percent the total number of job openings listed with the public employment service, including both those listed with 
State Employment Security Agencies (SESA’s) and those listed directly with America’s Job Bank (AJB) via the Internet. 


PY1999: Increase by 20 percent the total number of job openings listed with the public employment service, including both those listed with 
State Employment Security Agencies (SESA’s) and those listed directly with America’s Job Bank (AJB) via the Internet. 


PY1998: Increase the total number of job openings listed with the public employment service by 20 percent. 


Results PY 2001; This goal was not achieved. 11.8 million openings were listed with the public employment service in PY 2001. Job 
openings listed with the SWA‘s increased to 7.2 million in PY 2001 from 7.0 millior. in PY 2000. Job openings posted on AJB 


declined from 5.4 million in PY 2001 to 4.6 million job openings in PY 2001. 


PY 2000: The goal was achieved. The number of job openings listed with State Workforce Agencies (7.0 million) and 
America’s Job Bank (5.4 million) increased by 21.1% over Program Year 1999. 


PY 1999: The goal was achieved. The number of job openings listed with the public employment service in PY 1999 
increased by 21% over the previous program year to 10,233,161. 


PY 1998: The goal was not met. The number of listed job openings increased by 16.5% over the previous year. 


Indicator Number of job openings listed with SWA‘s plus the number of job openings listed directly with AJB 
Data Source | State Reports and AJB Data from the AJB Service Center (part of the State of New York, grantee for AJB) 


Baseline 12.4 million total job openings were listed with the public employment service in PY 2000. 7.0 million job openings were 
listed with the SWA’s, while 5.4 million job openings were listed directly with AJB. 


FY 2002: Thirty-four percent of veteran job seekers registering for public labor exchange services will be employed in the first or 
second quarter following registration. 


FY 2001: 27% of those veterans and other eligible persons registering for public labor exchange services will enter employment each year 
through assistance provided by VETS’ funded staff and the Wagner-Peyser funded systems. 


FY 2000: 27% of veterans that register with the Public Employment Service will enter employment and for DVOP and LVER staff the ratio will 
be 30%. 


Results FY 2002 The goal was achieved. The entered employment rate for veterans assisted by the public employment service system 
was 42.84 percent during the first three quarters of FY 2002. 


FY 2001: The goal was achieved. The entered employment rate for veterans assisted by the public employment service 
system was 33 percent. 


FY 2000: The goal was achieved. For DVOP and LVER staff, the entered employment rate was 32 percent. The entered 
employment rate for veterans helped by the public employment service system was 32 percent 


Indicator Percent of veterans and other eligible persons served by DVOP and LVER specialists who enter employment 
Data Source | Reports submitted by State Employment Security Agencies 


Baseline FY 1999: 27% 
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FY 2002: Increase the employment and retention rate of homeless veterans enrolled in Homeless Veterans Reintegration Projects 
(HVRP) 
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Performance Goal Matrices 


« At least 54% of veterans enrolled in HVRP enter employment. 
« Establish baseline for retention rate. 


FY 2001; At least 50% of those veterans and other eligible persons enrolled in Homeless Veterans Project grants enter employment 
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Results FY.2002: The goal was not met The FY 2002 ontared employment rate was 54, 4 percent, exceeding the target of 54%, The 
second indicator, establishing a baseline for retention, was not achieved 


FY 2001; The goal was achieved, The entered employment rate was 53% 

Indicator Number of veterans and other eligible persons enrolled in HVRP who enter employment. 
Data Source | Reports submitted by VETS grantees 

Baseline FY 1999; 50% 


Performance Goal 1.1F — FY 2002 Annual Performance Plan 


FY 2002: inplement 12 demonstration programs, through grants, designed to develop and test strategies and techniques that need to 
be implemented in order for One Stop Centers and WIA youth programs to effectively serve persons with significant disabilities. 


FY 1999-2001: Not applicable 


Results EY 2002; The goal was achieved, Sixteen demonstration programs for One-Stop Centers and WIA Youth programs were 
implemented. Additionally, 22 demonstration programs in other areas related to employment of adults and youth with 


disabilities were implemented. 

FY 1999-2001: N/A 

Indicator The number of pilot projects initiated and the program area. 
DataSource | ODEP Program Office 

Baseline FY 2003 


Comment Demonstration Pilots include: 8 Customized Employment Grants (Customized), 8 Innovative Demonstration Grants for Youth 
with Disabilities (WIA Youth), 12 WorkForce Coordinating Grants (WorkForce Planning), 3 WorkForce Action Grants 
(WorkForce Action), 2 High School/High Tech Grants (HS/HT), 1 Telework/Telecommuting Grant (Telework), 3 Faith-based 
and Community Initiatives Grants (Grassroots), and 1 Technical Assistance for Providers Cooperative Agreement (TAP). 


Performance Goal 1.1G — FY 2001 Annual Performance Plan 


In Program Year 2001, participants will be satisfied with services received from workforce investment activities as evidenced by a 
rating of 69 or higher on the American Customer Satisfaction Index 


Results PY 2001: This goal was achieved. Customer satisfaction of participants who received workforce investment activities 


resulted in a rating of 76.3 on the American Customer Satisfaction Index. 


PY 2000: The goal was achieved. Customer satisfaction of participants who received workforce investment activities rated 
77 on the American Customer Satisfaction Index. 


PY 1999: Not applicable 


Indicator PY 2001: Customer satisfaction of participants with workforce investment activities will result in a rating of 69 on the 
American Customer Satisfaction Index. 
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PY 2000; Customer satisfaction of participants with workforce investment activities will result in a rating of 67 on the American 
Customer Satisfaction Index, 


Data Source | WIA State reports included in the Enterprise Information Management System 


Baseline The goal was based on limited grantee experience gathering participant customer satisfaction information, including pilot projects. 


Comment The indicator is an index of participant customer satisfaction based upon three questions that are asked of a sample of those 
exiting WIA programs. The index is based upon the American Customer Satisfaction Index. 


The participant customer satisfaction measure will be continued through Program Year 2003 but will be examined in the context 
of the Workforce Investment Act reauthorization process and the implementation of the Office of Management and Budget 
common performance measures for federal job training and employment programs. 


Performance Goal 1.1H — FY 2001 Annual Performance Plan 


In Program Year 2001, employers will be satisfied with services received from workforce investment activities as evidenced by a rating of 
_ 6 or higher on the American Customer Satisfaction Index. 


Results PY 2001; This goal was achieved, The customer satisfaction of employers who received workforce investment activities resulted in 
a rating of 74.2 on the American Customer Satisfaction Index. 


PY 2000: The Department met the goal. Customer satisfaction of employers who received workforce investment activities rated 
71 on the American Customer Satisfaction Index. 


PY 1999: Not applicable 


Indicator PY 2001: Customer satisfaction of employers with workforce investment activities will result in a rating of 66 on the American 
Customer Satisfaction Index. 


PY 2000: Customer satisfaction of employers with workforce investment activities will result in a rating of 65 on the American 
Customer Satisfaction Index. 


Data Source | WIA State reports included in the Enterprise Information Management System 
Baseline The goal was based on limited grantee experience gathering employer customer satisfaction information, including pilot projects. 


Comment The indicator is an index of employer customer satisfaction based upon three questions that are asked of a sample of employers. 
The index is based upon the American Customer Satisfaction Index. 


Outcome Goal 1.2: Increase the Number of Youth Making A Successful Transition to Work 


Performance Goal 1.2A - FY 2002 Annual Performance Plan 


Program Year 2001: Of the 14-18 year-old youth registered under the WIA youth program, 50 percent will be either employed, in advanced 
training, post-secondary education, military service, or apprenticeships in the third quarter after program exit. 


Program Year 2000: Of the 14-18 year-old youth registered under the WIA youth program, 50 percent will be either employed, in advanced 
training, post-secondary education, military service, or apprenticeships in the third quarter after program exit. 


Program Year 1999: N/A 
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Program Year 2001; The goal was achieved, Of the 14-18 year old youth, 50,2 percent were either employed, in advanced 


training, post-secondary education, military service, or apprenticeships in the third quarter after program exit. 


Program Year 2000; The goal was substantially achieved, Of the 14-18 year-old youth, 47.4% were either employed, in 
advanced training, post-secondary education, military service, or apprenticeships in the third quarter after program exit. 


Percent of youth in employment, advanced training, post-secondary education, military service, or apprenticeship six months 
after program exit 


State Workforce Investment Act reports included in the Enterprise Information System and Unemployment Insurance wage 
records 


Program Year 2000: 47.4 percent 


The Department continues to work with State and local areas in the improvement of this performance goal as well as 
improving the provision of youth services under WIA. To increase the program’s emphasis on educational attainment for this 
age group, the Department has revised the Program Year 2002 goal to measure the attainment of a secondary school diploma 
or equivalent by the end of the first quarter after program exit for those 14-18 year old youth who enter the program without 
these credentials. The goal for this measure will be 50 percent. The retention measure for 14-18 year old youth will be 
discontinued as a goal. In addition, the Department plans to implement the Office of Management and Budget’s common 
performance measures for employment and training programs for Program Year 2004. 


Performance Goal 1.2B - FY 2002 Annual Performance Plan 
Program Year 2001: Of the 19-21 year-old youth served under the Workforce Investment Act youth program who are employed in the 
first quarter after program exit, 75 percent will be employed in the third quarter after program exit. 


Program Year 2000: Of the 19-21 year-old youth served under the Workforce Investment Act youth program who are employed in the first 
quarter after program exit, 70 percent will be employed in the third quarter after program exit. 


Program Year 1999: N/A 


Results 


Program Year 2001; The goal was achieved, 75.0 percent of the 19-21 year-old youth served under the Workforce 


Investment Act youth program who were employed in the first quarter after program exit were employed in the third quarter 
after program exit. 


Program Year 2000: The goal was achieved. 74.4 percent of the 19-21 year-old youth served under the Workforce 
Investment Act youth program who were employed in the first quarter after program exit were employed in the third quarter 
after program exit. 


Percent of youth employed six months after program exit 


State Workforce Investment Act reports included in the Enterprise Information System and Unemployment Insurance wage 
records 


Program Year 2000: 74.4 percent 


The Department continues to work with State and local areas in the improvement of this performance goal as well as improving 
the provision of youth services under WIA. In addition to this retention goal, the Department will have an additional goal for 
this older youth population that will measure placement in employment in the first quarter after program exit. Goals for 
Program Year 2002 will be 63 percent for placement in employment and 77 percent for retention in employment. In addition, 
the Department plans to implement the Office of Management and Budget’s common performance measures for employment 
and training programs for Program Year 2004 that will measure placement in employment or education, attainment of a 
diploma, General Equivalency Diploma, or certificate, and attainment of literacy and numeracy skills. 


; 
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Performance Goal 1.2C - FY 2001 Annual Performance Plan 


PY 2001: In Program Year 2001, 85% of Job Corps graduates will get jobs with entry average hourly wages of $7.25 or be enrolled in 
education; 70% will continue to be employed or enrolled in education six months after their initial placement date. (Placement and 
Retention) 


PY 2000; Increase the percent of Job Corps graduates who get jobs or pursue education to 85%; those who get jobs will have an average 
y wage increase from the previous year ($7.49); and 70% will still have a job or will be pursuing education after 90 days. 


PY 1999: 75% of Job Corps trainees will get jobs or pursue further education, with those obtaining jobs having an average starting wage of 
$6.50 per hour. 


Results PY 2001; The goa! was substantially achieved, The placement and wage goals were exceeded, 90% of Job Corps graduates 


got jobs with entry average hourly wages of $7.96, or were enrolled in education. The 6-month job/education retention rate 
after initial placement was 64%, 


PY 2000: The goal was substantially achieved. The placement goal was exceeded. 91% of Job Corps graduates entered 
employment or pursued further education upon completion at an average hourly wage of $7.97. The 90-day job/education 
retention rate after initial placement was 67%. 


PY 1999: The goal was achieved. 88% of Job Corps graduates were placed in jobs, the military, or pursued further 
education, For those placed in jobs, the average wage was $7.49 per hour. 


PY 1998: The goal was achieved. 82.4% of Job Corps trainees were placed in jobs with a starting average hourly wage of 
$6.87 per hour. 


Indicator » Percent of Job Corps graduates who obtain initial placement or who enroll in further education; 
# Average hourly wage of graduates at initial placement; and 
» Percent who retained jobs or who were still enrolled in further education six months after initial placement. 


Data Source | The Office of Job Corps’ Management Information System is the source for this data. This comprehensive data collection 
system is rigorously designed to ensure data integrity. The system is monitored by Job Corps management and by a private 
contractor retained to provide data verification services. 


Baseline The PY 2000 results serve as the baseline for the initial placement and average hourly wage goals. There was no prior 
program data available for the 6-month retention goal; therefore, PY 2001 results serve as the baseline. 


Comment Job Corps targets severely disadvantaged youth with a variety of barriers to self-sufficiency, including deficiencies in 
education and job skills. To achieve the enhanced quality of placement and job rei. ation required by the Workforce 
Investment Act, DOL will focus resources on program improvements that enhance the full Job Corps experience for students, 
from reinforced outreach and admission strategies and center program effectiveness to intensified center and post-center 
career development support. In addition, the Department plans to implement the Office of Management and Budget’s 
common performance measures for employment and training programs for Program Year 2004 that will measure placement 
in employment or education, attainment of a diploma, General Equivalency Diploma, or certificate, and attainment of 
literacy and numeracy skills. 


Outcome Goal 1.3: Improve the Effectiveness of Information and Analysis on the U.S. Economy 


Performance Goal 1.3A — FY 2002 Annual Performance Plan 


FY 2002: Produce and disseminate timely, accurate, and relevant economic information. 


FY 1999 - 2001: Same as FY 2002. 
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Performance 


UQOaI 


Matrices 


Data Source 


FY_2002; The goal was met, See table below for detailed results. —— 


FY 2001; The goal was met. 


FY 2000: The goal was substantially achieved, BLS missed the timeliness targets for the Employment Cost Index (ECI), and 
the accuracy target for the Producer Price Index (PPI). 


FY 1999; The goal was not met. BLS missed the timeliness targets for the National Labor Force; Employment, Hours, and 
Earnings; and PPI; and the accuracy target for the PPI. 


Program Dimension Indicator Target | Result 
Area 
National Timeliness Percentage of releases that are prepared on time. 100% 100% 
Labor Force Accuracy Number of months that a change of at least 0.25 percentage 12 12 
point in the monthly unemployment rate will be statistically 
significant at the 90 percent confidence level. 
Employment, Timeliness Percentage of releases that are prepared on time. 100% 100% 
Hours, and Accuracy Root mean square error of total nonfarm employment < 70,000 | 46,5001 
Earnings (a measure of the amount of revision). 
Consumer Timeliness Percentage of releases that are prepared on time. 100% 100% 
Prices and Accuracy Number of months that the standard error on the 12-month 12 12 
Price Indexes change in the U.S. City Average All Items CPI-U Index was 
0.25 percent or less. 
Producer Timeliness Percentage of releases that are prepared on time. 100% 100% 
Prices and Accuracy Percent of domestic output, within the scope of the PPI, 
Price Indexes that is covered by the PPI: Goods produced | 85.1% | 85.1% 
Services produced | 53.1% | 53.1% 
Total production | 62.7% | 62.7% 
U.S. Import Timeliness Percentage of releases that are prepared on time. 100% 100% 
and Export Accuracy Percent of U.S. exports and imports covered by the 
Price Indexes International Price Program: Goods in trade | 100% 100% 
Services in trade | 12% 12% 
Total in trade | 80% 80% 
Employment Timeliness Percentage of releases that are prepared on time. 100% | 100% 
Cost Index Accuracy Number of quarters the change in Civilian Compensation 4 4 
Less Sales Workers Index was within +/- 0.5 percent at the 
90 percent confidence level. 
Internet Access Improve the BLS Internet site, including output functionality N/A | Completed; 
Usage for users retrieving data. For example, users will have the users NOW 
ability to obtain data from the BLS website and view it in a have access 
graphical format, which will provide a more intuitive visual to over 
mechanism for recognizing long-term trends and anomalies 60 million 
in large data sets. line graphs. 


Percent of releases of National Labor Force; Employment, Hours, and Earnings; Consumer Prices and Price Indexes; Producer 
Prices and Price Indexes; U.S. Import and Export Price Indexes; and Employment Cost Index that are prepared on time; 
measures of accuracy for each Principal Federal Economic Indicator; and BLS Internet site improvement initiative. 


Office of Publications and Special Studies report of release dates against release schedule of BLS Principal Federal Economic 
Indicators; News releases for each Principal Federal Economic Indicator; Announcement of new Internet functionality on BLS 
"What's new" page. 
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Comment 


Timeliness measures of 100 percent for each economic indicator. (Baseline is FY 1997 for National Labor Force statistics; 
Employment, Hours, and Earnings; Consumer Prices and Price Indexes; Producer Prices and Price Indexes; and Employment 
Cost Index, Baseline is FY 2001 for U.S. Import and Export Price Indexes.) 


Quality measures: 
National Labor Force: Number of months that a change of at least 0.25 percentage point in the monthly national 
unemployment rate will be statistically significant at the 90 percent confidence level (for an unemployment rate of 6 
percent) = 12. (Baseline is FY 1997.) 


Employment, Hours, and Earnings: Root mean square error of non-farm employment (a measure of the amount of 
revision) is less than 70,000. (Baseline is FY 2000.) 


Consumer Prices and Price Indexes: Number of months that the standard error on the 12-month change in the U.S. City 
Average All Items CPI-U Index was 0.25 percentage point or less = 12. (Baseline is FY 2000.) 


Producer Prices and Price Indexes: Percent of domestic output, within the scope of the PPI, that is covered by the PPI: 
goods produced = 85.1 percent; services produced = 38.8 percent; total production = 52.6 percent. (Baseline is FY 1997.) 


U.S. Import and Export Price Indexes: Percent of U.S. foreign, both exports and imports, covered by the International Price 
Program: goods in trade = 100 percent; services in trade = 12 percent; total in trade = 80 percent. (Baseline is FY 2001.) 


Employment Cost Index: Number of quarters the change in the Civilian Compensation Less Sales workers index was 
within +/- 0.5 percent at the 90 percent confidence level = 4. (Baseline is FY 1997.) 


Internet access: Improve the BLS Internet site, including output functionality for users retrieving data. For example, users 
will have the ability to obtain data from the BLS website and view it in a graphical format, which will provide a more 
intuitive visual mechanism for recognizing long-term trends and anomalies in large data sets. 


In order to increase the relevance of BLS information, BLS consults with advisory councils and other researchers. The Federal 
Economic Statistics Advisory Committee (FESAC) was continued in FY 2002 as were the BLS Business and Labor Research 
Advisory Councils. BLS and the Employment and Training Administration also continued to meet on a quarterly basis with 
State Labor Market Information Directors from each of the ten DOL regions to explore ways to improve the relevancy of our 
products for State and local (or subnational) data users. 


' Root mean square error (RMSE) calculated using the most recent revised information available (August 2002). 


Performance Goal 1.3B — FY 2002 Annual Performance Plan 


FY 2002: Improve the accuracy, efficiency, and relevancy of economic measures. 


FY 1999 — 2001: Same as FY 2002. 


Results 


FY 2002: The goal was met. See detailed results below. 


FY 2001: The goal was not met. Milestones were not met for (1) Conduct cognitive testing, finalize core questionnaire, and 
obtain OMB clearance for the American Time Use Survey and (2) In the Producer Price Index (PPI) program, research and 
select sample frames and develop pricing methodologies for the warehouse construction industry. 


FY 2000: The goal was achieved. 


FY 1999: The goal was achieved. Since the performance indicators are the accomplishments of milestones that are specific to 
the fiscal year, there is no continuity in indicators from year to year, even though the performance goal remained the same. 


Milestones for Significant New or Enhanced Efforts in FY 2002 (see indicators below) 

1. Met. The first superlative Consumer Price Index (C-CPI-U) was published in August with release of July data. 

2. Met. The first biennial expenditure weight update for the Consumer Price Index (CPI) was introduced with publication of 
the January index in February 2002. Expenditure weights will be updated every two years to reduce the age of the CPI 
market basket. 
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3, Met. In june, completed a full field test of the operational computer-assisted data collection (CADC) system for Consumer 
Price Index (CPI) items other than rent. Deployment of the system began with collection of data in 11 of the 87 primary 
sampling units (PSUs) in September, Data using this new system was included for the first time in the September CPI 
published in October. 

4, Met. To provide a more current revenue value for each industry and to allow for more accurate adjustment for 
transactions among companies internal to any industry grouping, reweighted the Producer Price Index using 1997 
shipment values and updated input/output ratios for the January index released in February. 

5. Met. Reweighted and published U.S. Import and Export Indexes using 2000 trade values in February with the release of 
January data. 

6. Met. Released in July the first monthly job openings and labor turnover data as a developmental series for the Job 
Openings and Labor Turnover Survey. 

7. Met. Published the first Covered Employment and Wages data (ES-202) under the North American Industry Classification 
System which offers a new and more consistent approach to industrial classification that better reflects the modern economy. 

8. Met. Produced 18 new measures of labor productivity for 3-digit Standard Industrial Classification (SIC) service-producing 
industries in June. 


Indicator Milestones for Significant New or Enhanced Efforts in FY 2002 

1. Publish the first superlative Consumer Price Index (C-CPI-U). 

2. Beginning with January 2002 data, update expenditure weights in the Consumer Price Index every two years. 

3. Complete a full field test of the operational computer-assisted data collection (CADC) system for Consumer Price Index 
items other than rent. 

. Reweight Producer Price Indexes using 1997 shipment values and updated input/output ratios. 

. Reweight Import and Export Price Indexes using 2000 trade values. 

. Begin releasing monthly data as a developmental series for the Job Openings and Labor Turnover Survey. 

. Publish the first Covered Employment and Wages data (CEW) under the North American Industry Classification System. 

. Produce measures of labor productivity and unit labor costs for 15 additional service-producing industries. 
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Data Source | BLS Quarterly Review and Analysis System. 
Baseline Since the performance indicators are the accomplishment of milestones, baselines are not applicable. 


Comment Indicators for goal 1.3B reflect the BLS commitment to continuous improvement of its statistical processes and products. 
These indicators are significant milestones towards the accomplishment of this improvement goal. 


Strategic Goal 2—A Secure Workforce 


Outcome Goal 2.1: Increase Compliance with Worker Protection Laws 


Performance Goal 2.1A — FY 2002 Annual Performance Plan 


FY 2002: Covered American workplaces legally, fairly, and safely employ and compensate their workers as indicated by: 
1. Reducing employer violation recidivism. In FY 2002, establish baselines for: 

® percentage of reinvestigations without violations. 

® percentage of reinvestigations with any violation. 

® percentage of reinvestigations with identical violations. 


2. Increasing compliance in industries with chronic violations. 
a. as indicated in the garment manufacturing industry by: 
1. Increase by 2 percentage points the number of manufacturers that monitor their contractor shops for compliance in Southern California. 


2. Increase by 2 percent the average number of monitoring components used by manufacturers in monitoring their contractors for 
compliance in Southern California. 
3. Increase by 2 percentage points the percentage of contractors in Southern California that pay all employees on the payroll. 
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4. Increase by 4 percentage points the level of compliance of new contractors in New York City through compliance education, 
5. Increase by 2 percentage points the percentage of contractors in New York City that pay all employees on the payroll. 
b. as indicated in the long-term health care industry by: 
1. Increase by 6,000 the number of employees of multi-establishment nursing home corporations impacted by corporate proactive steps 
such as training and self-audit. 
2. Increase by 5 percent the number of employers (nursing homes) that were provided compliance assistance information through 
seminars and other outreach efforts. 
3. Establish a baseline of the number of employers in compliance with the recordkeeping requirements of the Fair Labor Standards Act. 
c, as indicated in agricultural commodities: 
Establish baselines of compliance with the Migrant and Seasonal Agricultural Worker Protection Act (MSPA) provisions of disclosure, 
wages, housing and transportation aiid with the child labor provisions of the Fair Labor Standards Act relative to selected agricultural 
commodities in various locations in the U.S. 


Results FY 2002; This goal was substantially achieved, 
1. All three goals were achieved 
34% percent of reinvestigations were without violations. 
25% percent of reinvestigations (prior violators) had any violation. 
19% percent of reinvestigations (prior violators) had identical violations. 


2a. 3 of 5 goals were achieved 
1. 53% of manufacturers monitor their contractor shops for compliance in Southern California - a 12 percentage 
point increase. 
2. The average number of monitoring components used by manufacturers in monitoring their contractors for compliance 
in Southern California in FY2002 is 6.37 - a 15% increase. 
3. 92% of contractors in Southern California pay all employees on the payroll - a 29 percentage point increase. 
4. 43% of new contractors in New York City participating in the NYC Compliance Assistance Program were in 


compliance — a decline of 8 percentage points. 
5. 43% of contractors in New York City pay all employees on the payroll - a 9 percentage point decline. 


2b. The goals were achieved 
1. 16,426 additional employees of multi-establishment nursing home corporations were impacted by corporate proactive 
steps such as training and self-audit. 
2. 7,681 employers (nursing homes) were provided compliance assistance information through seminars and other 
outreach efforts — and increase of 215% 
3. 77% of employers (residential living) were in compliance with the recordkeeping requirements of the Fair Labor 
Standards Act. 


2c. The goals were achieved. 
s 61% of employers were in compliance with the MSPA disclosure provisions. 
s 91% of employers were in compliance with the MSPA wage provisions. 
s 74% of employers were in compliance with the MSPA housing safety and health provision. 
e 88% of employers were in compliance with the MSPA vehicle safety provisions (transportation). 
s 90% of employers were in compliance with the MSPA drivers license provisions (transportation). 
s 85% of employers were in compliance with the MSPA vehicle insurance provisions (transportation). 
s 98% of investigated employers were in compliance with child labor provisions. 


FY 1999-2001: N/A 


Indicator Percentage of investigations without violations; percentage of reinvestigations with repeat violations; and percentage of 
reinvestigations with recurring violations. 


Trends in the percent of garment manufacturers that monitor their contractor shops for compliance. 


Trends in the number of multi-establishment health care corporations that take proactive steps to promote and achieve 
corporate-wide compliance. 
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Performance Goal Matrices 


Baseline of compliance with certain MSPA provisions (i.e., disclosure, wages, housing and transportation) and with the child 
labor provisions of the FLSA relative to selected agricultural commodities in various locations in the U.S. 


Data Source | Wage and Hour Investigator Support and Reporting Database (WHISARD) for FY 2002. 


Wage and Hour Investigator Support and Reporting Database (WHISARD) data for garment manufacturer investigations; 
WHD significant activity reports on health care activities; WHISARD data and regional logs on agricultural activities; 
statistically-valid investigation-based compliance surveys in defined industries. 


Baseline 1. Baselines to be determined by the end of FY 2002. 
2a. 1. 41%. 
2a. 2. 5.5 (of a total of 7). 
2a, 3, 63%. 
2a, 4 51%. 
2a, 5. 52%. 
2b. 1. 48,000 employees. 
2b. 2. 2,437 employers. 
2b. 3, Baselines to be determined by the end of FY 2002. 
2c. Baselines to be determined by the end of FY 2002. 
Comment 1. Employment Standards Administration (ESA) completed 4,942 reinvestigations of employers under all laws administered 


by ESA/WHD. These 4,942 reinvestigations include both employers previously investigated and found in violation and 
employers previously investigated and found in compliance. Of the concluded reinvestigations, 1,677 (34%) found no 
violations of laws administered by ESA/WHD. The next two measures look only at prior violators. Twenty-five percent 
(25%) of total reinvestigations (1,242) found that prior violators continued to violate one or more of the statutes 
administered by ESA/WHD. Nineteen percent (19%) of reinvestigations concluded (938) found prior violators committed 
identical violations. Of the 1,242 prior violators that continued to have violations, 938 (or about three-fourths) had 
violations identical to those found in the prior investigation. 


2c. The percent of contractors found in compliance with the MSPA housing provisions are based on data from the agency's 
database of investigations, which were concluded during the fiscal year and for which there were findings under MSPA. 
These percentages do not and are not intended to represent the levels of compliance in the industry. Nearly 95% of the 
completed cases were directed investigations of employers. Employers selected for investigation by the agency in 
FY2002 were generally those in commodities like tomatoes, onions, lettuce and cucumbers that have been the focus of 
the agency's compliance efforts over a number of years. Other employers selected for investigation were those that had 
prior violations. This targeting introduces some bias to the investigation database. As a result, the database is not a 
representative sample of the agricultural universe. Readers should not assume that the levels of compliance reported 
herein are reflective of the agricultural industry as a whole. The data do, however, provide the agency with a relative 
perspective on which of the MSPA critical provisions are most commoniy violated and thus, where the agency should 
direct its resources. The data also support the agency's decision to shift from a commodity-based targeting strategy to a 
targeting strategy more closely based on the MSPA statutory provisions. Based on the analysis of the FY 2002 data, DOL 
will direct its FY2003 compliance assistance and enforcement resources on increasing employer compliance with the 
MSPA housing safety and health standards. DOL weighed the relative harm to employees from a failure to disclose wages 
or other conditions to the potential life-threatening risk to employees if employers fail to provide safe and healthy housing. 


Performance Goal 2.1B — FY 2002 Annual Performance Plan 


FY 2002: Advance safeguards for union financial integrity and democracy and the transparency of union operations as indicated by: 


1. Improvement in the timely filing of union annual financial reports that contain information sufficient for public disclosure. In 
FY 2002, initiate a new electronic forms application and electronic submission system and establish a baseline for timely filing 
under the new process. 
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2. Extending Labor-Management Reporting and Disclosure Act (LMRDA) protections for union financial integrity to a greater 
number of labor organizations through the more effective use of investigative resources. In FY 2002, establish a ":aseline of 
the percentage of investigative resources applied to criminal investigations that result in convictions. 


FY 2001: Achieve timely union reporting such that a minimum of 88% of unions with annual receipts greater than $200,000 timely file union 
annual financial reports for public disclosure access. 


FY 2000: Minimum of 87% of unions with annual receipts greater than $200,000 timely file union annual financial reports for public 
disclosure. 


FY 1999: 85% of unions with receipts greater than $200,000, timely file union annual financial reports for public disclosure. 
Results FY 2002: The goal was achieved, 
OLMS initiated the Internet-based public disclosure system in June 2002. A baseline for the timely filing of union reports was 


established for FY 2002 union reporting activity: 44% of the reports required of unions with annual receipts greater than 
$200,000. 


A baseline of 50% was established for the percentage of investigative resources applied to criminal cases that result in 
convictions. 


FY 1999-FY 2001: N/A 


Indicator 1. Percentage of financial reports timely filed for public disclosure availability 
2. Percentage of investigative resources applied to criminal investigations that result in convictions. 


FY 1999-FY 2001: N/A 


Data Source | Labor Organization Reporting System. 
OLMS Case Data System. 


Baseline FY 1999-FY 2001: N/A 


Comment 1. Improvement in the sufficiency, as well as the timeliness, of union reports is critical in advancing the safeguards for union 
democracy and financial integrity established under the Labor-Management Reporting and Disclosure Act. In FY 2003, 
OLMS will establish a baseline percentage of filed reports determined to be sufficient for public disclosure. 


2. OLMS monitors the percentage of investigative resources applied to criminal cases that result in conviction to enable the 
agency to extend LMRDA protections for union financial integrity to more unions. The agency is exploring additional 
measures in support of the LMRDA union financial integrity protection. 


Performance Goal 2.1C — FY 2002 Annual Performance Plan 


Increase by 5% per year (to 1,993) the number of closed fiduciary investigations of employee pension plans where assets are restored, 
prohibited transactions are corrected, participant benefits are restored, or plan assets are protected from mismanagement and risk of 
future loss is reduced. 


FY 2001: Increase by 2.5% per year (to 1,725) the number of closed fiduciary investigations of employee pension plans where assets are 
restored, prohibited transactions are corrected, participant benefits are recovered, or plan assets are protected from mismanagement and risk of 
future loss is reduced. 


FY 2000: 2.1C—Increase by 2.5% both the number of closed investigations of employee pension and health benefits plans where assets are 
restored (to 819) and the number where prohibited transactions are reversed (to 301). [This goal was split into a pension goal and a health 
and welfare goal in FY 2001—2.1F and 2.1G—in FY 2001.] 


FY 1999: 2.1C—Increase by 2.5% both the number of closed investigations of employee pension and health benefits plans where assets are 
restored (to 537) and prohibited transactions are corrected (to 241). [This goal was split into a pension goal and a health and welfare goal in 
FY 2001—2.1F and 2.1G—in FY 2001] 
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Performance Goal Matrices 


Indicator 


Data Source 
Baseline 


Comment 


EY 2002; The goal was substantially achieved, 1,985 (99.6%) pension cases closed where assets were restored, prohibited 


transactions were corrected, participant benefits were recovered, or plan assets were protected from mismanagement and risk 
of future loss was reduced, 


FY 2001: The goal was achieved. 1,942 pension cases closed where assets were restored, prohibited transactions were 
corrected, participant benefits were recovered, or plan assets were protected from mismanagement and risk of future loss was 
reduced. 


FY 2000: The goal was achieved. 1,187 cases where assets were restored and 538 cases where Prohibited Transactions were 
corrected. [Result for combined pension and health and welfare goal.| 


FY 1999: Goal was achieved. 958 cases where assets were restored and 389 cases where Prohibited Transactions were 
corrected. [Result for combined pension and health and welfare goal.] 


Number of closed fiduciary investigations of employees’ pension plans where assets are restored, prohibited transactions are 
corrected, participant benefits are recovered, or plan assets are protected. 


Enforcemen: Management Systems 


The number of investigations of employee pension plans where assets are restored, prohibited transactions are corrected, 
participant benefits are recovered, or plan assets are protected for FY 2000-2001 (1,899). 


This goal will be terminated in FY 2003 and replaced with the outcome goal enhancing benefit security. The new goal will 
be measured by a series of selected indices. 


Performance Goal 2.1D — FY 2002 Annual Perfarmance Plan 


Increase by 5% per year (to 620) the number of closed fiduciary investigations of employee health and welfare plans where assets are 
restored, prohibited transactions are corrected, participant benefits are restored, plan assets are protected from mismanagement and 
risk of future loss is reduced. 


FY 2001: Increase by 2.5% (to 340) per year the number of closed fiduciary investigations of employee health and welfare plans where assets 
are restored, prohibited transactions are corrected, participant benefits are recovered, or plan assets are protected from mismanagement and 
risk of future loss is reduced. 


FY 1999-FY 2000: Not applicable—see goal 2.1F on goals and results for the combined pension and health and welfare benefits goal.] 


Results 


Indicator 


Data Source 
Baseline 


Comment 


FY 2002: The goal was achieved. 892 health and welfare cases closed where assets were restored, prohibited transactions 
were corrected, participant benefits were recovered, or plan assets were protected from mismanagement and risk of future 
loss was reduced. 


FY 2001: The goal was achieved. 782 health and welfare cases closed where assets were restored, prohibited transactions 
were corrected, participant benefits were recovered, or plan assets were protected from mismanagement and risk of future 
loss was reduced. 


FY 1999-FY2000: N/A 


Number of closed fiduciary investigations of employees’ health and welfare plans where assets are restored, prohibited 
transactions are corrected, participant benefits are recovered, or plan assets are protected 


Enforcement Management Systems 


The number of investigations of employee health and welfare plans where prohibited transactions are corrected, assets are 
restored, participant benefits are recovered, or plan assets are protected for fiscal years 2000-2001 (590). 


This goal will be terminated in FY 2003 and replaced with the outcome goal enhancing benefit security. The new goal will 
be measured by a series of selected indices. 
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Outcome Goal 2.2: Protect Worker Benefits 


Performance Goal 2.2A — FY 2002 Annual Performance Plan 


FY 2002: Make timely and accurate benefit payments to and facilitate the reemployment of Unemployed Workers and set up 
Unemployment Insurance (UI) tax accounts promptly for new employers. 


e Payment Timeliness: 91% of all intrastate first payments will be made within 21 days; 

e Payment Accuracy: establish a baseline to improve Unemployment Insurance accuracy nationwide; 

e Reemployment of Ul Claimants: establish a baseline to increase the entered employment rate of Unemployment Insurance claimants; and 
e Establishment of Ul Tax Accounts: 80% of determinations about UI tax liability for new employers will be made within 90 days of the end 
of the first quarter they become liable for the tax. 


FY 2000 - 2001: Unemployed workers receive fair UI benefit eligibility determinations and timely benefit payments. 


Results FY 2002: The goal was not achieved. 


e Timely benefit payments: 88.7% of first payments were made within three weeks, versus a target of 91%; 

« Prompt set-up of tax accounts: 81.7% of new status determinations were made within 90 days of the end of the quarter 
the employers first became liable for Ul taxes and reports, versus a target of 80%; 

e Accurate benefit payments. After consultation with the system on alternatives, a measure of integrity was recommended to 
the Assistant Secretary. A baseline was established for this measure and a target for 2003 set; and 

s Alternative measures for the rate UI claimants have entered into employment were developed and have been presented to 
the Assistant Secretary. Discussion with States may follow. No data will be available to produce baseline estimates before 
FY 2003. 


FY 2001: This goal was not achieved. 

» 25 States met or exceeded the minimum performance criterion for benefit adjudication quality against a target of increasing 
the number to 26 States (nationwide, 70.3% of all non-monetary determinations were adequate); and 

s 42 States met or exceeded the Secretary's Standard for intrastate payment timeliness against a target of increasing the number 
to 48 States (nationally, 90.3% of all intrastate first payments were made within 14/21 days, up from 89.9% in FY 2000). 


FY 2000: The goal was substantially met. 

e 23 States met or exceeded the minimum performance criterion for benefit adjudication quality against the FY 2000 target 
of 24 (nationwide, 70.3% of all nonmonetary determinations were adequate, the same as in FY 1999); and 

e 47 States met or exceeded the Secretary's Standard for intrastate payment timeliness against a target of 47 States 
(nationally, 89.9% of all intrastate first payments were made within 14/21 days, up from 89.6% in FY 1999). 


Indicator FY 2002: 
a Payment Timeliness: 91% of all intrastate first payments will be made within 21 days of the end of the first week of 
unemployment for which the claimant was eligible to receive a benefit; 


a Payment Accuracy: In FY 2002, a measure of integrity—the actual amount of overpayments established for recovery 
divided by the amount the States could potentially have established—was recommended after consultation with system 
partners and stakeholders with a baseline of 57.9% for FY 2001, and target for FY 2003 of 62.7%; 

s Facilitate Reemployment: The proportion of Ul claimants registered with the State labor exchange agencies that have 
entered employment (i.e., found jobs with other than their previous employer) in the subsequent quarter has been 
recommended to the Assistant Secretary, with the further recommendation that the system be consulted about the measure. 
No baseline can be established until reporting begins for the quarter ending September 30, 2003; and 

e Establish Tax Accounts Promptly: 80% of determinations about UI tax liability for new employers will be made within 90 


days of the end of the first quarter they become liable for the tax. 


FY 2001: 
e Eligibility Determinations Fairness: Increase to 26 the number of States meeting or exceeding the minimum performance 
criterion for benefit adjudication quality, which is that a sampled adjudication receive a score of at least 81 points using a 


| standard review instrument; and 


} 
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Data Source 


Baseline 


Comment 


Performance Goal Matrices 


w Payment Timeliness: Increase to 48 the number of States meeting or exceeding the Secretary's Standard (minimum 
performance criterion) for intrastate benefit payment timeliness that at least 87% of payments be made within 21 days of 
the end of the first week of unemployment for which the claimant could receive a benefit. 


FY 2000: 

# Eligibility Determinations Fairness: Increase to 24 the number of States meeting or exceeding the minimum performance 
criterion for benefit adjudication quality, which is that a sampled adjudication receive a score of at least 81 points using a 
standard review instrument; and 

w Payment Timeliness: Increase to 47 the number of States meeting or exceeding the Secretary’s Standard (minimum 
performance criterion) for intrastate benefit payment timeliness that at least 87% of payments be made within 21 days of 
the end of the first week of unemployment for which the claimant could receive a benefit. 


Payment timeliness: 9050 and 9050p Reports 

Payment Accuracy: Benefit Accuracy Measurement Program and ETA 227 Report 
Entered Employment: (Recommended measure: ES 9002 Report) 

New Status Determinations Timeliness: ETA 581 Report 

Eligibility Determinations Quality: ETA 9056 Report 


Fiscal Year 2001: The baseline established is: 

a Payment Timeliness: 90.3% of all intrastate first payments were made within 14/21 days; 

s Payment Accuracy: States established for recovery 57.9% of potentially recoverable dollars overpaid; 

s Entered Employment: N/A; and 

s Establish tax accounts promptly: 79.1% of new employers received a determination about their UI tax liability within 90 
days of the end of the first quarter they became liable for the tax. 


Economic conditions and States’ need to implement the Temporary Extended Unemployment Compensation program in 
March 2002 tended to reduce payment timeliness during FY 2002. Between TEUC and regular claims, the initial claims load 
rose by 30% between 2001 and 2002 for the country; it averaged over 50% in the 10 States with the greatest decline in 
payment timeliness. The decline may have helped status determination timeliness, as the number of determinations fell and 
growth in the number of subject employers slowed. At this point, the Office of Workforce Security has developed the 
measures for payment accuracy and reemployment facilitation for the approval of the ETA Assistant Secretary. ETA is 
considering changing the indicator for the Payment Accuracy goal for FY 2004 from a recommended establishment 
effectiveness measure to a recovery effectiveness measure. The new indicator would become dollars actually recovered as a 
percent of dollars potentially recoverable. 


Performance Goal 2.2B — FY 2002 Annual Performance Plan 


Promptly review employer applications for foreign labor certifications. 


In Fiscal Year 2002: 95% of labor condition applications for the H-1B professional/specialty temporary program will be processed 
within seven days of receipt. 


Results 


Indicator 


Data Source 


FY 2002: DOL achieved this goal by meeting the seven day processing requirement for 99.5% of the labor condition 
applications that were filed for the H-1B professional/specialty temporary program. (Goal = 95%) 
Pp P pec porary prog 


FY 1999 — FY 2001: Not Applicable 


FY 2002: Process 95% of employer labor condition applications for the H-1B professional/specialty temporary program 
within seven days of receipt. 


FY 1999-2001: Not Applicable 
1) Internet labor condition application processing system 


2) Facsimile/mail labor condition application processing system 
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Baseline Established in Calendar Year 2000, the baseline for the H-1B temporary labor certification process was 63%. 


Comment DOL achieved the goal primarily by offering employers the option of filing labor condition applications via the Internet. In 
most instances, the Department processes applications and issues decision within one day of filing when employers file their 
applications on-line. Fax and mail submittals of applications remain available for those without ready access to the Internet. 
The Department also made improvements to the fax and mail processing system, with the result that these applications are 
processed in less than three days. 


Performance Goal 2.2C —.EY 2002 Annual Performance Plan 
Mf 


FY 2002: Increase by 2% (to $67: .:!!i' +) benefit recoveries achieved through the assistance of Pension Benefit Advisors. 
FY 2001: Increase by 2% (to $66 million) benefit recoveries achieved through the assistance of Pension Benefit Advisors. 
FY 2000: Increase by 2% (to $53 million) benefit recoveries achieved through the assistance of Pension Benefit Advisors. 


FY 1999: Not applicable 
Results FY 2002: The goal was not achieved, The Department recovered $49 million as a result of participant assistance. 


FY 2001: The goal was not achieved. The Department recovered $65 million as a result of participant assistance. 


FY 2000: The goal was achieved. The Department recovered $67 million as a result of participant assistance. 
FY1999: Not applicable 

indicator The dollar value of benefit recoveries achieved through the assistance of technical assistance staff. 

Data Source | The Technical Assistance and Inquiries System 

Baseline Average of the benefit recoveries achieved in FY 2000 and FY 2001 ($66 million) 


Comment Three external factors beyond DOL’s control contributed to not achieving the goal. First, benefit recoveries, by their very 
nature, are volatile from year to year. Second, in FY 2000, the Department experienced several large recoveries (in excess of 
$500,000) that cannot be expected every year — thereby inflating the rolling average base used to establish FY 2001 and 
2002 targets. However, DOL maintained this ambitious target as a stretch goal. Three, due to less robust economic 
conditions, employees who may be entitled to benefit payments may be unable to collect because the employer is bankrupt 
or does not have sufficient funds. Also, difficult economic times may hamper a health plan’s ability to pay medical claims. 
Notwithstanding these external factors, $49 million is a worthy achievement. In addition, Benefit Adviser leads are among 
the best sources for new cases. In FY 2002, approximately 52% of participant benefit recoveries achieved via formal 
investigations ($32 million) were a direct result of Benefit Adviser referrals. Benefit recoveries from investigations as a result 
of referrals continues to increase steadily, further demonstrating that the Department is achieving positive results from a stable 
and more fully experienced Benefit Adviser staff. 


The goal will be terminated in FY 2003. Benefit recovery is only a partial indicator of program success and does not 
measure the impact of answering inquiries, educating the consumer, or responding to the increase in health related 
questions. Of approximately 180,000 inquiries received, less than 1,600 result in monetary recoveries — the inquiries are 
seeking information only v. a benefit recovery. Therefore, DOL will incorporate a broader customer assistance component 
into its overall revised performance goal in FY 2003 via the American Customer Satisfaction Index or comparable measure 
and will continue to explore improved ways of measuring its outreach and education and technical assistance programs. 


Performance Goal 2.2D — FY 2002 Annual Performance Plan 


FY 2002: Minimize the human, social, and financial impact of work-related injuries for workers and their families. In FY 2002: 
1. Reduce by 2% from the FY 2001 baseline the average number of production days lost due to disability in the FECA program for 

s United States Postal Service (USPS ) cases 

s All other Government cases. 


a 
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2, Reduce by 2% over the baseline the average time required to resolve disputed issues in Longshore and Harbor Worker's Compensation 
Program contested cases, 
3, Increase by 2% over the FY 2001 established baseline the percentage of Black Lung benefit claims for which, following an eligibility 
decision by the district director, there are no requests for further action from any party pending one year after receipt of the claim. 
4. For Initial Processing of claims for benefits in the Energy Program: 
e 75% of claims of Department of Energy (DOE) employees, or of contractors employed at DOE facilities, are processed within 120 days. 
e 75% of claims of employees of Atomic Weapons Employers (AME) and Beryllium Vendors are processed within 180 days. 
5. For processing of Requests for Hearings in the Energy Program: 
e 75% of Final Decisions in Approved Claims or No-Contest Denials are issued within 75 days from issuance of the Recommended 
Decision, 
« 75% of Final Decisions in Reviews of the Written Record are issued within 75 days of the Request for Review of Written Record. 
« 75% of Final Decisions in Formal Hearings are issued within 250 days of the Request for Hearing. 
6. Through use of Periodic Roll Management, produce $122 million in cumulative first-year savings (FY 1999 -2002) in the FECA program. 
7. Reduce the overall average medical service costs per case (adjusted for inflation) in the FECA program by .5% versus the FY 2000 baseline. 


FY 2001; 

1. 2% reduction from the FY 2000 baseline in the average number of production days lost due to disability. 
2. Establish performance baseline and begin data collection for performance tracking. 

3. Establish a baseline by the end of FY 2001. 

4.-5. N/A 

6. Produce $95 million in cumulative first-year savings. 

7. Reduction of overall average medical costs will be measured against a FY 2000 baseline. 


FY 2000: 

1. Reduce to 173 days (QCM cases only); establish baseline for all cases. 

2. Complete system programming for entering and generating goal-related data and esiablish a baseline against which to measure performance. 

3. Finalize and implement new regulations. Develop materials to provide all parties with information about the revised claims development 
and adjudication process. 

4.-5. N/A 

6. Produce $66 million in cumulative first-year savings. 

7. Save an additional $5 million over FY 1999 compared to amounts charged through full-year implementation of fee schedules for inpatient 


hospital and pharmacy services. 


FY 1999; 

1. Reduce to 178 days (QCM cases only). 

2. Complete the process of defining a case resolution. 

3. Implement initial findings package designed to more effectively provide all parties with information about decisions made on individual claims. 
4.-5. N/A 

6. $19 million in first-year savings. 

7. Save 19% versus amounts billed for FECA medical service subject to fee schedules. 


Results FY 2002; This goal was not achieved, Of the seven performance indicators included under this goal the targets were 
achieved for two, substantially achieved for one, and not achieved for four. 


1. This indicator was not achieved. While LPD for injury cases of the United States Postal Service rose by 11.6% to 131 days, 
LPD for the All Other Government Agencies was reduced by 4.6% to 53.8 days. 

2. This indicator was not achieved. Resolving disputed issues required an average of 285 days. 

3. This indicator was achieved, 89.9 % of claims subject to the new regulations on which district director decisions ere based 
had no pending requests for further action one year after receipt of the claim. 

4. This indicator was not achieved, The FY 2002 target for these performance indicators was 75%. Results from year-end totals 
showed that 48% of claims of Department of Energy (DOE) employees, or of contractors employed at DOE Facilities, 
were processed within 120 days, and that 48% of claims of employees of Atomic Weapons Employers ard Beryllium 
Vendors were processed within 180 days. 

5. This indicator was substantially achieved. The FY 2002 target for these performance indicators was 75%. Results from year- 
end totals showed that 76% of final decisions in approved claims or no-contest denials were issued within 75 days from 
issuance of the recommended decision, 74% of final decisions in reviews of the written recorc were issued within 75 days 
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of the request for review of written record, and 100% of final decisions in formal hearings were issued within 250 days of 
the request for hearing. 

6. This indicator was achieved, Periodic Roll Management (PRM) produced an additional $25.6 million in first-year 
compensation benefit savings in FY 2002, bringing cumulative total first-year savings to $128.9 million, 

7. This indicator was not achieved, Average overall FECA medical cost per case in FY 2002 was $2,604, After adjusting for 
inflation using the Consumer Price Index for Medical Care, this represents a 6.8% increase compared to the average of 
$2,230 in FY 2000, 


FY 2001; 

1, The goal was not met. The FY 2000 baseline is 68.1 days, and the FY 2001 target was 66.7. The overall 
government-wide average LPD was 76.9, a 15.3% increase. 

2. The goal was met. A performance baseline of 242 days was established and performance data tracking is underway. 

3, The goal was met. A performance baseline of 66.5% of claims filed was established. Staff training was completed and the 
new findings package has been in use since the August 9th Court ruling upholding the new regulations and lifting the stay 
on adjudication. 

4.-5. N/A, 

6. This goal was exceeded. PRM produced an additional $31 million in first-year savings in FY 2001, bringing cumulative 
total first-year savings to $103 million. 

7. The goal was not met. Average cost per case for Psychiatric services were reduced by nearly 3% over FY 2000; for 
Physical Therapy services, however, average cost increased by 4.5% (adjusted for inflation). 


FY 2000: 

1. This goal was exceeded. Average lost production days (LPD) measured for Quality Case Management cases in FY 2000 
was 164 days. The reduction equated to a $17.7 million savings in compensation costs. 

2. This goal was substantially met. System programming was completed and data collected started. The target for 
establishing a baseline was extended to May 2001. 

3. This goal was substantially met. 

4.-5. N/A, 

5. This goal was exceeded. Cumulative first-year savings for FY 1999-2000 were $72 million. PRM productivity remained 
higher than expected. 

6. This goal was exceeded. The FECA program saved $34.5 million (61% over target) using fee schedules for Inpatient and 
Pharmacy services. 


FY 1999; 

1. This goal was exceeded. Average lost production for cases measured in FY 1999 was 173 days against a target of 178 
days. This was nearly a 9% reduction compared to the FY 1997 baseline. 

2. By September 30, a definition of “case resolution" was developed and distributed to program district directors and OWCP 
regional directors. 

3. The program implemented part of its revised initial findings package in July 1999. The remainder of the findings package 
was awaiting finalization of the new regulations. 

4.-5. N/A 

6. The goal was exceeded. PRM case review actions produced an additional $20.8 million in FECA compensation benefit 
savings. 

7. Both the original and revised goals were exceeded. 

Indicator 1. Average number of days lost due to workplace injuries per employed Federal civilian worker. The measurement consists of 
time lost during the initial 45-day, continuation-of-pay period while the claim remains in the jurisdiction of the Federal 
agency employer, plus LPD within the first year of the beginning of wage-loss benefits under the FECA following COP. 

2. The average number of days elapsed between the date a dispute is received in a Longshore case form any party and the 
date that the dispute is resolved. 
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Data Source 


Comment 
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Performance boal Matrices 


Percentage of claims filed which are subject to the new Black Lung regulations on which no requests for further 
proceedings (reconsideration, modification, informal conference, formal hearing) are pending one year after receipt of the 
claim by the program. 


. The percent of claims processed by the Energy Employees Compensation Program, which reach initial completion within 


the relevant timeframe measured in calendar days from the date of receipt of the claim by the program to the status date 
indicating completion of initial processing. Completion of initial processing includes; 1) Issuance of Recommended 
Acceptance in Radiation Exposure Compensation Act (RECA) claims; 2) Issuance of Recommended Denials; 3) Issuance of 
Form EE15 in non-RECA accepted claims; or 3) Referral of a claim to the National Institutes for Safety and Health. 


. The percent of all final Decisions issued within the relevant timeframe as measured in calendar days from the date of: 


« The issuance of the Recommended Decision to the Final Decision in Approved Claims or no-Contests Denials; 
« The receipt of the request for Review of the Written Record to the date of the Final Decision; or 

s The receipt of Request for Hearing to the date of issuance of the Final Decision. 

e The fiscal year amount of total periodic payment (compensation benefit) reductions in PRM universe cases. 

e Overall average case costs, after adjustment for inflation, for all cases receiving medical services. 


_F deral Employees’ Compensation Act (FECA) data systems; Federal agency payroll offices; Office of Personnel 


Management employment statistics. 


. Longshore Case Management System. 

. Black Lung Automated Support Package. 

.- 5. Energy Program Case Management System 

. Periodic Roll Management System; FECA Automated Compensation Payment System. 
. FECA Medical Bill Pay System. 


. Interim baseline for Quality Case Management (QCM) cases only: FY 1997 actual - 189 workdays. FY 2000 baseline: 


68.1 workdays. 
FY 2001 actual results will serve as new baselines: preliminary results are 119 days for USPS, and 54.1 days for All 
Other Agencies. 


. An average of 242 days elapsed nationwide between the dispute receipt date and the dispute resolution date. 
. FY 2001: 66.5% of Black Lung benefit claims, following an eligibility decision by the district director, had no requests for 


further action from any party pending one year after receipt of the claim. 


. This is a new measure for FY 2002. While target levels have been established, the actual performance results in FY 2002 


will serve as the baseline for this measure. 


. This is a new measure for FY 2002. While target levels have been established, the actual performance results in FY 2002 


will serve as the baseline for this measure. 


. For all cases with benefit actions in the measurement year, the periodic payment amount paid at time of their entry into 


the PRM universe, compared to the periodic payment amount after benefit reduction. The methodology for measuring 
savings from compensation benefit adjustments and terminations was revised in FY 2000 to coincide with PRM’s 
integration into permanent operations. PRM savings for performance reporting were previously derived by comparing total 
FECA program benefit reductions in all cases, including PR. cases, in the measurement year, to total reductions produced 
in the baseline year but not counting PRM case reductions. 


. Overall Average Medical Cost Baseline: Average annual cost per case in FY 2000 for all cases receiving medical services. 


. In light of widespread public health incidents subsequent to the anthrax events involving postal workers, and because 


USPS is excluded from OSHA’s Federal safety initiative since it is regulated as a private sector entity, this goal has been 
bifurcated to measure LPD for USPS cases and for all other Federal agencies separately. Post September 11, 2001, impacts 
on the USPS, including overall reductions in mail volume, resulted in higher LPD during FY 2001 and FY 2002, and that 
trend is expected to be difficult to reverse. Accordingly, beginning in FY 2003, we plan to revise the goals for USPS and 
all other government agencies to more appropriate baselines and targets. 


. As the Longshore performance indicator measurement process matured, it became clear that the baseline had been 


truncated too quickly and therefore did not represent an accurate performance picture against which to measure program 
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effectiveness. Although it is impossible to assess the year’s performance against prior periods, the program did achieve 
continual quarterly reductions in the average time to resolve disputes during FY 2002. 

7. For this measure, FECA average medical costs are adjusted for inflation using the CPI-Medical, compiled and reported by 
the Bureau of Labor Statistics. Because the CPI-M only measures consumers' out-of-pocket expenditures, a small fraction 
of total expenditures on medical services in America, we have chosen the Health Cost Index (HCI), published quarterly by 
Milliman USA to better compare FECA medical costs to overall US health care costs. The HCl captures changes in health 
care costs per capita for the overall (non-Medicare) population and reflects revenue trends that health care providers are 
generating including both insurer and patient payments. When adjusted using the HCI, FECA average medical costs in FY 
2002 show a decrease of 2% from the FY 2000 baseline. 


Performance Goal 2.2E — FY 2002 Annual Performance Plan 


FY 2002: Reduce the average processing time to 3 years to send benefit determinations to participants in defined benefit pension 
plans taken over by PBGC. 


FY 2001: Reduce processing time from 4—5 years to 3-4 years to send benefit determinations to participants in defined benefit pension plans 
taken over by PBGC. 


FY 2000: Reduce processing time from 5-6 years to 4-5 years to send benefit determinations to participants in defined benefit pension plans 
taken over by PBGC. 


FY 1999: N/A 
Results EY 2002: This goal was not met. The average processing time was 3.3 years. 


FY 2001: This goal was achieved. The average processing time was 3.6 years. 


FY 2000: This goal was achieved. The average processing time was 4.9 years. 
FY 1999: N/A 

Indicator Timeliness of benefit determinations to participants in trusteed plans 

Data Source | Participant Record Information System Manager 

Baseline FY 1997: 7 to 8 years 


Comment This measure addresses PBGC’s largest operating functions, which are processing terminated plans and paying benefits. 
Termination activities involve an intricate series of complex actions, from reviewing plan assets and participant data to 
completing financial and control group analysis. Sponsor bankruptcies and legal disputes over plan assets also complicate 
and stretch out the trusteeship process. Total participant count in PBGC-trusteed plans will have increased to 783,000 in FY 
2002, while trusteed plans will have increased to 3087. Ultimately, faster case processing leads to increased accuracy of 
benefit payments. 


Outcome Goal 2.3: Increase Employment and Earnings for Retrained Workers 


Performance Goal 2.3A — FY 2001 Annual Performance Plan 


In Program Year 2801, of those registered under the WIA dislocated worker program, 73% will be employed in the first quarter after 
program exit, and 63% will be employed in the third quarter after program exit with 91% of pre-dislocation earnings. 


PY 2000: Of those registered under the WIA dislocated worker program, 71.4% will be employed in the first quarter after program exit and 
81.6% will be employed in the third quarter after program exit with 89.7% of pre-dislocation earnings. 
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PY 1999; Under JTPA Title lil for dislocated workers, 74% of program terminees will be employed at an average wage replacement rate 
(compared to their wage at dislocation) of 93% at termination; 76% will be employed one quarter after program exit at an average wage 


replacement rate of 97%. 


—— 


Results PY 2001; The goal was achieved, The program achieved an entered employment rate of 79.2 percent, a six-month retention 


PY 1999; N/A 


Indicator Dislocated worker employment, employment retention, and earnings replacement 


PY 2001: 


PY 2000: 


rate of 86.6 percent and an earnings replacement rate of 101 percent. 


e 73% will be employed in the first quarter after program exit; 

2 83% of those employed in the first quarter after program exit will be employed in the third quarter after program exit; and 

e Those who are employed in the first quarter after program exit and are still employed in the third quarter after program 
exit will have 91% of their pre-dislocation earnings. 


e 71% will be employed in the first quarter after program exit; 

2 82% of those employed in the first quarter after program exit will be employed in the third quarter after program exit; and 

e Those who are employed in the first quarter after program exit and are still employed in the third quarter after program 
exit will have 90% of their pre-dislocation earnings. 


PY 2000: The goal was exceeded, based on the WIA Quarterly Performance Reports. The program achieved an entered 
employment rate of 75 percent, a six-month retention rate of 83 percent and an earnings replacement rate of 95 percent. 


Data Source | Workforce Investment Act Standardized Record Data included in the Enterprise Information Management System and 


Unemployment Insurance Wage Records 


Baseline PY 2000, the first full year of Workforce Investment Act implementation, constitutes the baseline year for this measure. The 


performance measure is derived from the agreed upon levels of performance for all States. These measures will be regularly 
reviewed for appropriateness and rigor as performance data becomes available. 


Comment The Department, in collaboration with the Office of Management and Budget, is developing common performance measures 


increase the employment, retention, and earnings replacement of workers dislocated in important part because of trade and who 


for all employment and training programs. The purpose of this initiative is to develop common performance measures that 
address the goal of getting a job, job retention, and improved earnings for participants and costs in all affected programs. In 
FY 2003, the Department will begin the process of revising definitions of existing measures and reporting requirements 
consistent with existing laws so that the common measures may be implemented in Program Year 2004. 


dislocation wages. 
FY 2000: N/A 
FY 1999: N/A 


indicator FY 2002: 
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t_ achieved, Sixty-six percent 


of parteipant were exgiand | in the first qutm after program exit, ond 89% of oun were Fe stil employed in the third 
quarter after program exit with 81% of pre-dislocation wages. 


FY 2001: The Department substantially met the goal. Sixty-six percent of participants were employed in the first quarter after 
exit, and 90 percent of those were still employed in the third quarter after program exit with an average of 88 percent of pre- 
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Data Source 
Baseline 


Comment 


« 78% will be employed in the first quarter after program exit; 

« 88% of those employed in the first quarter after program exit will be employed in the third quarter after program exit; and 

e Those who are employed in the third quarter after program exit will earn, on average, 90% of their pre-separation 
earnings. 


FY 2001; 

e 73% will be employed in the first quarter after program exit; 

« 80% of those employed in the first quarter after program exit will be employed in the third quarter after program exit; and 

# Those who are employed in the first quarter after program exit and are still employed in the third quarter after program 
exit will earn, on average, 82% of their pre-separation earnings. 


FY 1999-FY 2000; N/A 
Trade Act Participant Report included in the Enterprise Information Management System 


FY 2001 constitutes the baseline year for this measure with 73% of workers employed in the first quarter after program exit, 
80% of those employed in the first quarter after program exit showing earnings in the third quarter after program exit; and 
those employed in the third quarter after program exit earned, on average, 82% of their pre-separation earnings. 


The current FY 1999-2004 Strategic Plan includes the new WIA goal based upon a weighted average of negotiated levels of 
performance for all States. The goals for PY 2000 and PY 2001 stated in this plan also reflect these negotiated levels for all 
States. The PY 2002 and 2003 goals have not yet been negotiated with the States, so the goal reflected is preliminary and 
continues the trend established by the PY 2000 - 2001 goals. 


Strategic Goal 3—Quality Workplaces 


Outcome Goal 3.1: Reduce Workplace Injuries, Illnesses, and Fatalities 


Performance Goal 3.1A 


FY 2002: Reduce the number of mine fatalities by 15% and the mine non-fatal injury incidence rate by 17% below the projected 


baseline. 


FY 2001: Reduce the number of mine fatalities and non-fatal injury rate to below the average for the previous five years. 


FY 1999 ~ FY 2001: Reduce the number of mine fatalities and the non-fatal injury rate to below the average for the previous five years. 


Results 


Indicator 


[— 
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FY 2002 - The goal was not met. 
- Fatalities: Baseline is 88 fatalities; Target = 64; Fatalities in FY 2002 = 71 
- Nonfatal-days-lost incidence rate: Baseline is 3.46 NFDL incidence rate; Target = 2.87; NFDL incidence rate FY 2002 = 3.15 


FY 2001: The goal was exceeded. 
- Fatalities: Average FY 1996-2000 = 89; FY 2001 = 71 
- Nonfatal-days-lost incidence rate: Average FY 1996-2000 = 3.65; FY 2001 = 3.29 


FY 2000: The goal was substantially achieved. 
- Fatalities: Average FY 1995-1999 = 89; FY 2000 = 88* 
- Nonfatal-days-lost incidence rate: Average FY 1995-1999 = 3.83; FY 2000 = 3.46 

* In August 2001, a fatality in FY 2000 was deemed not chargeable in the mining industry, thus reducing the number from 89 to 88. 


FY 1999: The goal was achieved. 
- Fatalities: FY 1994-1998 Average = 92; FY 1999 = 82 
- Nonfatal-days-lost incidence rate: FY 1994-1998 Average = 4.07; FY 1999 = 3.50 


- The number of mining fatalities. 
- The mining industry (nonfatal-days-lost) injury incidence rate. 


Data Source 


Comment 


Performance Goal Matrices 


Mine Accident, injury, and Employment information, Mine operators and contractors report to MSHA under Title 30 Code of 
Federal Regulations Part 50. 


Performance evaluation is based on actual numbers in FY 2000; Fatalities = 88; Nonfatal-days-lost incidence rate = 3.46, 


For FY 2002, the goals, indicators and baselines were revised in order to create a greater impact towards lowering fatalities 
and injuries through partnerships with the mining community, states and MSHA. 


Performance Goal 3.1B 


FY 2002: Reduce the percentage of respirable coal dust samples exceeding the applicable standards by 5% for designated 
occupations and reduce the percentage of silica dust samples in metal and nonmetal mines exceeding the applicable standards by 5% 
for high risk occupations, and reduce the percentage of noise exposures above the citation level in all mines by 5%. 


FY 2001: Reduce by 5% the percentage of coal dust and silica dust samples that are out of compliance for coal mines and metal and 


nonmetal high risk mining occupations, respectively. 


FY 1999 ~ 2001: Reduce by 5% the percentage of coal dust and silica dust samples that are out of compliance for coal mines and metal and 


nonmetal high risk mining occupations, respectively. 


Indicator 


Data Source 


Baseline 


Comment 


FY 2002: The goal was not achieved, 

- Coal Dust goal: Baseline - percent of samples over the applicable standard = 15%; Target = 14.2%; Actual = 15.0% of 
samples were over the applicable standard. 

- Silica Dust goal: Baseline - percent of samples exceeding the applicable standards = 9.3%; Target = 8.8%; Actual = 6.6% 
samples were over the applicable standard. 

- Noise Exposure goal: Baseline - percent of samples above the citation level = 9.0%; Target = 8.6%; Actual = 5.8% of 
samples were over the citation level. 


FY 2001: The goal was achieved. 
- Coal dust goal: 5% reduction; Target = 11.1%; Actual = 10.2% 
- Silica dust goal: <80% index points; Actual = 64% index points 


FY 2000: The goal was achieved. 
- Coal dust goal: 5% reduction; Target = 11.7%; Actual = 11.2% reduction 
- Silica dust goal: < 85% index points; Actual = 65.3% index points 


FY 1999: The goal was achieved. 
- Coal dust goal: 5% reduction; Target = 12.4%; Actual = 11.4% reduction 
- Silica dust goal: <90% index points; Actual = 75.1% index points. 


Percent of samples out of compliance with the respirable coal mine dust standard for designated occupations and the percent 
of silica dust samples for high risk occupations that are out of compliance with the metal and nonmetal mines standard, and 
compliance with permissible level for noise in all mines. 


MSHA health, safety and compliance specialists collect dust samples. Coal Mine Safety and Health Management 
Information System and Metal and Nonmetal Mine Safety and Health Management Information System. 


Baselines are based on samples collected in FY 2001 for dust goals; FY 2000 and FY 2001 for noise goals. 


Coal Dust: In early November 2001, MSHA established a new performance goal, beginning with FY 2002, to reduce by 5% 
per year (from FY 2001 baselir centage of inspector Designated Occupation (DO) samples exceeding the applicable 
dust standard. Unlike the previous gual of reducing the frequency of exposures above the 2.0-mg/m3 standard, the new 
performance goal expanded coverage to all face workers, including those under a more stringent dust standard due to the 
presence of excessive levels of quartz dust, by reducing overexposures to both respirable dust and quartz. This change was 
made possible by the implementation of a new computer program designed to assign and store on the sample record in the 
applicable dust standard for the entity that each DO was sampled on. This new capability enabled MSHA to more easily 
monitor the frequency of sample results exceeding the applicable dust standard. According to the information contained in 
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Coal Safety and Health Management Information System, 16.4% of the valid DO samples collected by MSHA in FY 2001 
exceeded the applicable dust standard. This baseline, which was independently verified, was used to set the performance 
target of 15.6% for FY 2002 against which MSHA‘s performance was measured during the year. Based on the year-end 
review in early October 2002, MSHA reported exceeding its target with 15% of DO samples being above the applicable 
standard, However, upon subsequent review of the FY 2001 data, a significant discrepancy was identified in the counts of 
samples exceeding the applicable standard from November 2001 when the FY 2002 baseline was originally established and 
November 2002. According to the data currently on the MIS database, 15% of the FY 2001 DO samples exceeded the 
applicable standard and not 16.4% as was previously reported. A recently completed analysis revealed that the original 
programming algorithms used to generate the baseline data were faulty and subsequently revised. This resulted in a change 
to the original FY 2001 baseline. 


Noise: This is the first reporting year for noise goals. Previously, noise regulations applied to metal and nonmetal mines. 
New noise regulations in FY 2000 included all mines. 


Performance Goal 3.1C — FY 2002 Annual Performance Plan 


FY 2002: Reduce three of the most significant types of workplace injuries and causes of illnesses by 15% annually. 


FY 2001: 11% [from baseline] 


FY 2000: 7% [from baseline] 


FY 1999: 3 % |from baseline] 


Results 


Indicator 


Data Source 


Baseline 


FY 2002: This goal hieved 
The goal was not achieved for silica and was achieved for lead and amputations. 
- Silica: Increased by 300% 

- Lead: Decreased by 69% 

- Amputations: Decreased by 24% (CY 1998-2000) 


FY 2001: The goal was not achieved. 

- Silica: Decreased by 87% 

- Lead: Increased by 21% 

- Amputations: Decreased by 19% (CY 1997-1999) 


FY 2000: The goal was achieved. 

- Silica: Decreased by 59% 

- Lead: Decreased by 36% 

- Amputations: Decreased by 17% (CY 1996-1998) 


FY 1999: The goal was achieved. 

- Silica: Decreased by 70% 

- Lead: Decreased by 48% 

- Amputations: Decreased by 11% (CY 1995-1997) 


- Silica: Percent change in average of the average silica exposure severity per inspection 
- Lead: Percent change in average of the average lead exposure severity per inspection 
- Amputations: Percent change in rate of amputations 


OSHA Integrated Management Information System (IMIS) (Silica and Lead) 
Bureau of Labor Statistics Annual Survey of Occupational Injuries and Illnesses (Amputations) 


FY 2001- Silica: 1.2, Lead: 5.8 
The baseline for amputations will be the CY 1999-2001 amputation rate. 
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Comment Silica: OSHA measured the average of the average silica exposure in establishments where OSHA had silica-related 
inspections. 

Lead: OSHA measured the average of the average lead exposure in establishments where OSHA had lead-related 
inspections. 

Amputations: CY 2001 BLS Annual Survey of Occupational Injury and Illness characteristic data for amputations will be 
available in April 2003. 


Peric : Bp WOE it : al Peric : a Pla 

FY 2002: Reduce injuries and illnesses (LWDII) by 20% in at least 100,000 workplaces where OSHA initiates an intervention. 
FY 2001: 75,000 workplaces 

FY 2000: 50,000 workplaces 


FY 1999: 25,000 workplaces 


Results FY 2002: The goal was achieved, Lost workday injury and illness (LWDII) rates were reduced in 110,000 workplaces. *** 

FY 2001: The goal was achieved. Lost workday injury and illness (LWDII) rates were reduced in 88,850 workplaces. ** 

FY 2000: The goal was achieved. Lost workday injury and illness (LWDII) rates were reduced by 20% in 67,900 workplaces ** 
FY 1999: The goal was achieved. Lost workday injury and illness (LWDII) rates were reduced in 50,100 workplaces * 
Indicator The number of workplaces where OSHA intervened and (LWDII) rates were reduced by 20% 


Data Source | OSHA Data Initiative (ODI) 
OSHA Integrated Management Information System (IMIS) 
Bureau of Labor Statistics Annual Survey of Occupational Injuries and Illnesses 


Baseline Tracking workplaces began with FY 1995 interventions. All workplaces where OSHA intervened and LWDII rates were 
reduced since FY 1995 will be counted towards the goal. Therefore, there is no need for a “baseline.” 


Comment * Results based on an analysis conducted by researchers from the University of Pittsburgh and Clark University. 

** Results based on an analysis conducted by a researcher from Clark University. The researcher examined injury and illness 
data of establishments that had inspections, consultations, or high injury/illness rate notification letters. The study analyzed 
prior and post-intervention injury and illness rates for selected interventions. From these, the researcher projected the 
number of workplaces with selected interventions during FY 1995 - FY 2001 where rates declined by 20% or more. 

*** Results based on methodology developed by a researcher from Clark University for workplaces having received an 
intervention that took place between FY 1995 and the end of FY 2001. 


FY 2001: Decrease fatalities in the construction industry by 11% [from baseline], by focusing on the four leading causes of fatalities 
(falls, struck-by, crushed-by, and electrocutions and electrical injuries). 


FY 2000: 7% [from baseline] 


FY 1999: 3% [from baseline] 


Results FY 2002: This goal was substantially achieved. The Calendar Year (CY) 2001 fatality rate (the latest data available) declined 


by 9.5 percent from the baseline. 

FY 2001: The goal was substantially achieved. Fatalities decreased by 9.5% (CY 2001). 
FY 2000: The goal was achieved. Fatalities decreased by 11% (CY 2000). 

FY 1999: The goal was not achieved. Fatalities decreased by 2% (CY 1997-1999). 


[| 
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Indicator Percent change in the rate of fatalities 
Data Source | Previous: Bureau of Labor Statistics Census of Fatal Occupational Injuries 


Baseline Previous: 14.5 per 100,000 workers for CY 1993-1995 
Current: 14.7 per 100,000 workers for CY 1995 


Comment * CY 2002 BLS fatality data will be available in August, 2003. 


Goal 3.1G — FY 2001 Annual Performance Plan 
FY 2001: Reduce injuries and illnesses by 15% at work sites engaged in voluntary, cooperative relationships with DOL.* 
FY 2000: N/A 


FY 1999: N/A 


Results FY 2001; This goal was achieved, There was a 47% reduction in injuries and illnesses.* 
Indicator The average percent change in injury and illness rates at worksites engaged in voluntary, cooperative relationships with DOL 


Data Source | VPP Automated Data System (VADS) 

OSHA Data Initiative (ODI) 

Integrated Management Information System (IMIS) 

Safety and Health Achievement Recognition Program (SHARP) data base 


Baseline The VPP baseline was defined as three years prior to a worksite’s initial approval and the SHARP baseline as one year prior to 
a worksite’s initial consultation visit 


Comment * Results based on an analysis conducted by a researcher at Clark University. The analysis included the Voluntary Protection 
Program (VPP) and the Safety and Health Achievement Recognition Program (SHARP) worksites in Federal OSHA 
enforcement jurisdictions that were active in FY 2001 and had baseline and follow-up incidence rate data. This goal was 
dropped because it is a strategy to reduce injuries and illnesses. It continues to be monitored at the agency level. 


Outcome Goal 3.2: Foster Equal Opportunity Workplaces 


Performance Goal 3.2A — FY 2002 Annual Performance Plan 


FY 2002: Federal contractors achieve equal opportunity workplaces: 

(1) Improve the equal employment opportunity performance of federal contractors and subcontractors within industries where data indicate 
the likelihood of equal employment opportunity problems is greatest. In FY 2002, contractors in SIC Group 50 and SIC Group 87 that 
participate in specified DOL/OFCCP compliance assistance activities and are subsequently evaluated will have: 

a. Better EEO performance in selection system evaluations (as indicated by less severe CMS closure types) than contractors in SIC Groups 50 
and 87 that did not participate in specified DOL/OFCCP compliance assistance activities. In FY 2002, DOL/OFCCP will improve by 1 
percent the rate of compliance findings over the baseline for SIC 50 and SIC 87. 

b. Better EEO performance in selection system evaluations (as indicated by less severe violations or deficiencies) than contractors in SIC 
Groups 50 and 87 that did not participate in specified DOL/OFCCP compliance assistance activities. In FY 2002, DOL/OFCCP will 
reduce by 1 percent the rate of findings of severe violations from the baseline for SIC 50 and SIC 87. 

c. Better EEO performance in selection system evaluations (as indicated by evaluation type) than contractors in SIC Groups 50 and 87 that 
did not participate in specified DOL/OFCCP compliance assistance activities. In FY 2002, DOL/OFCCP will increase by 1 percent the 
rate of focused and offsite compliance evaluation types over the baseline for SIC 50 and SIC 87. 


(2) Improve the equal employment opportunity performance of federal contractors and subcontractors that have had prior contact with 
DOL/OFCCP through evaluations, outreach, or technical assistance. In FY 2002: Contractors and subcontractors that are selected for 
evaluation, outreach, or compliance assistance activities will have: 


United States Department of Labor 316 


Performance Goal Matrices 


a. Better EEO performance in selection system evaluations (as indicated by less severe CMS closure types) than contractors that did not have 
prior contact with DOL/OFCCP. In FY 2002, DOL/OFCCP will improve by 1 percent the rate of compliance findings over the baseline for 
all supply and service closures. 

b. Better EEO performance in selection system evaluations (as indicated by less severe violations or deficiencies) than contractors that did 
not have prior contact with DOL/OFCCP. In FY 2002, DOL/OFCCP will reduce by 1 percent the rate of findings of severe violations from 
the baseline. 

c. Better EEO performance in selection system evaluations (as indicated by evaluation type) than contractors that did not have prior contact 
with DOL/OFCCP. In FY 2002, DOL/OFCCP will increase by 1 percent the rate of focused and offsite compliance evaluation types over 
the baseline. 


FY 2001: Identify those industries where data indicate the likelihood of equal employment opportunity problems is greatest and establish 
baselines; establish baselines for contractors and subcontractors that have had prior contact with DOL/OFCCP through evaluations, outreach 
or technical assistance; and establish baselines for reducing compensation discrimination by federal contractors and subcontractors. 


FY 1999 - FY 2000: N/A. 


Results FY 2002: This goal was achieved, Results for the indicators are: 


| (1) 

a. 1. The indicator was achieved. The baseline for SIC 50 (wholesale trade of durable goods) is a 50.9 percent rate of 
compliance findings; the FY 2002 total is 58.43 percent, an increase of 7.53 percentage points 

a. 2. The indicator was achieved The baseline for SIC 87 (engineering and other professional services) is a 49.60 percent rate 
of compliance findings; the FY 2002 total is 64.48 percent, an increase of 14.88 percentage points. 

b. 1. The indicator was achieved. The baseline for violation severity is 7.69 percent for SIC 50; the FY 2002 total is 2.25 
percent, a decrease of 5.44 percentage points. 

b. 2. The indicator was achieved. The baseline for violation severity is 9.02 percent for SIC 87; the FY 2002 total is 1.64 
percent, a decrease of 7.38 percentage points. 

c. 1. The indicator was achieved. The baseline for focused and offsite evaluations is 36.50 percent for SIC 50; the FY 2002 
total is 52.80 percent, an increase of 16.30 percentage points. 

c. 2. The indicator was achieved. The baseline for focused and offsite evaluations is 27.80 percent for SIC 87; the FY 2002 
total is 50.82 percent, an increase of 23.02 percentage points. 


(2) 

a. The indicator was achieved. The baseline for compliance for all supply and service closures is 52.90 percent; the FY 2002 
total is 62.91 percent, an increase of 10.01 percentage points. 

b. The indicator was achieved. The baseline for violation severity is 9.80 percent; the FY 2002 total is 2.71 percent, a 
decrease of 7.09 percentage points. 

c. The indicator was achieved. The baseline for focused and offsite evaluations is 34.10 percent; the FY 2002 total is 49.80 
percent, an increase of 15.70 percentage points. 


FY 2001: The goal was not achieved. For the first indicator, two industries were identified where the data indicate the 
likelihood of equal employment opportunity problems is greatest, and baselines indicating the extent of problems previously 
found were established. With regard to the second indicator, the Department established a baseline for Federal contractors 
and subcontractors that had failed previous compliance evaluations, but not for those contacted only through outreach or 
technical assistance. The Department did not develop a separate baseline for compensation discrimination, but included this 
issue in the baselines created for the preceding two indicators. 


FY 1999 - FY 2000: N/A. 


Indicator Trends/changes in compliance and violation rates and EEO-1 data. Trends/changes in data gathered from evaluations and 
from Federal contractors. Trends/changes in data gathered from customer satisfaction surveys. 


Data Source | EEO-1 data file; Case Management System; Federal contractors’ data; customer satisfaction survey; compliance evaluations of 
schedulec contractors and of those within certain industries; Compliance Assistance Project reports. 
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FY 2001; 


(1) 

a. The baseline for SIC 50 is a 50.9 percent rate of compliance findings and the baseline for SIC 87 is a 49.6 percent rate 
of compliance findings. 

b. The baseline for violation severity is 7.69 percent for SIC 50 and 9.02 percent for SIC 87. 

c. The baseline for focused and offsite evaluations is 36.5 percent for SIC 50 and 27.8 percent for SIC 87. 


(2) 

a. The baseline for compliance for all supply and service closures is 52.9 percent. 
b. The baseline for violation severity is 9.8 percent. 

c. The baseline for focused and offsite evaluation types is 34.1 percent. 


Comment All indicators for selected contractors were achieved, suggesting that the strategy adopted by OFFCP based on evaluating 
contractors in industries that may have had entrenched equal employment opportunity problems was successful. OFCCP will 
continue its compliance assistance initiative to encourage employers to comply with OFCCP’s federal contractor mandates 
and regulations. In the long run, severe violations will decline relative to the baseline as contractors come to realize that 
they are being deprived of the use of a valuable segment of the labor force. 


Performance Goal 3.2B — FY 2002 Annual Performance Plan 


FY 2002: States that receive DOL financial assistance under the Workforce Investment Act provide benefits and services in a 
nondiscriminatory manner as evidenced by: 
# The issuance, within 180 days of the initial submission* of a State’s Methods of Administration (MOA), of a compliance determination or 
a conciliation agreement** which indicates that the MOA gives reasonable guarantee that benefits and services are provided in a 
nondiscriminatory manner. 
e A strengthening of working relationships with state agencies, through their participation in a strategy of improving compliance assistance 
for One Stop Centers, and assessing the effectiveness of that strategy. 


FY 2001: DOL grant recipients and programs financially assisted under the Workforce Investment Act achieve equal opportunity workplaces 
as demonstrated by: 
a Timely submission as required by 29 CFR 37 of 30 Methods of Administration (MOA), or in the absence of timely submissions, the 
issuance of a “Show Cause Notice” within 15 days of a non-timely submission. 
a Issuance of compliance determinations or conciliation agreements within 180 days for those States submitting timely MOA's. 


FY 2000: Deferred until FY 2001 


FY 1999: Issue final regulations implementing the nondiscrimination provisions of Section 188 of WIA by August 7, 1999. 


Results FY 2002: This goal was achieved. The Department issued timely compliance determinations or entered into conciliation 
agreements within 180 days, and also strengthened working relationships with state agencies. 


FY 2001: This goal was not achieved. 
FY 2000: Deferred until FY 2001 
FY 1999: The goal was not met. 


Indicator e Number of State MOA's not previously approved as of September 30, 2001. 

a Number of compliance determinations issued within 180 days. 

e Number of conciliation agreements issued within 180 days. 

a Instrument for assessing accessibility of One Stop Centers to persons with disabilities is in place, through cooperative effort 
with state agencies. 


Data Source | e# Methods of Administration Agreement signed by States, Compliance Determinations, and Conciliation Agreements. 
e CRC evaluation instrument. 
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Baseline e All remaining State MOA’ not previously approved as of September 30, 2001. 
e Compliance Review Instrument will be developed in FY 2002. 


Comment * For FY 2002, “initial” date of receipt of MOA’‘s, for the purpose counting the 180 days, is the date of submission of the 
revised MOA. 

** For the purpose of counting the due date for conciliation agreements (CA), a determination will be made within 180 days 
whether it will be necessary to enter into a CA, and the CA will be finalized within 210 days of receipt of the revised MOA. 
The additional 30 days is necessary, since under the current interpretation of our regulations, we must give the recipients the 
full 180 days after submission to attempt to get an approved MOA. CRC is then giving itself 30 days to negotiate and finalize 
a conciliation agreement. Noncompliance with MOA requirements can result in the withdrawal of grant funds. The second 
indicator calls for the development of an instrument for assessing accessibility to persons with disabilities in collaboration 
with state workforce agencies. During FY2003, this instrument will be used to assess the baseline level of accessibility at 
targeted One Stop Centers, and then to assess the effectiveness of efforts to improve accessibility through targeted compliance 
assistance. 


Outcome Goal 3.3: Reduce Exploitation 

of Child Labor and Address Core International Labor Standards Issues 

a: ' : : iF: ‘ Wil ' “i a: ' ‘ oF: 

FY 2002: Reduce exploitative child labor by promoting international efforts and targeting focused initiatives in selected countries. 
FY 2001: Same as FY 2002. 


FY 2000: Reduce exploitative child labor worldwide by increasing international support and funding the most promising programs and 
projects in targeted countries. 


FY 1999: N/A 


Results FY 2002: The goal was fully achieved. 


1. 29 countries have ratified Convention No. 182 on the Worst Forms of Child Labor, of which 10 are participating in 
USDOL funded IPEC projects. 

2. 13 countries have adopted 15 action plans to combat child iabe~ «:-d/or promote access to basic education for child 
laborers or children at risk. 

3. 103,772 children were targeted for prevention and removal of =xploitative work through the funding on new DOL-IPEC 
programs. 

4. 51,922 children have been prevented or removed from exploitative work through the provision of education or training 
opportunities in ongoing DOL-IPEC programs. 

' 5. Education projects were funded in 9 countries, through DOL's Child Labor Education Initiative. 


FY 2001: The goal was not fully achieved. Of the indicators, two were exceeded, a third was substantially achieved and a 
fourth not met: 


FY 2000: The goal was achieved. 
FY 1999: N/A 


Indicator 1. 15 countries will ratify International Labor Organization (ILO) Convention 182 on Worst Forms of Child Labor. 

2. 10 countries will establish action plans to combat child labor and/or promote access to basic education for child laborers 
or children at risk. 

3. 90,000 children in developing countries will be targeted for prevention or removal from exploitative work, particularly its 
worst forms (as defined in ILO Convention 182) through the funding of new DOL-IPEC programs. 

4. 50,000 children in developing countries will be prevented or removed from exploitative work through the provision of 
education or training opportunities in ongoing DOL-IPEC programs. 
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5. Education projects for child laborers through the Education Initiative will begin in 8 countries. 


Data Source ILOAPEC and DOL/ILAB 


Baseline 1. In FY 2001, 63 countries ratified ILO Convention 182. In total, 100 countries have ratified ILO Convention 182. 

2. In FY 2001, 13 countries established a total of 15 action plans to eliminate child labor. Eleven of these plans were 
developed as part of a DOL-funded ILO/APEC program. 

3. In FY 2001, approximately 200,000 children were targeted for prevention and removal from exploitative work through the 
funding of new ILO/IPEC projects. Target populations are established after an initial needs assessment and identified in 
DOL-approved project documents. In ‘otal, more than 400,000 children have been targeted for prevention and removal 
from exploitative work through DOL-funded ILO/iPEC projects (FY 1995-2001). 

4. In FY 2001, more than 25,800 children were removed or prevented from exploitative work through the provision of 
education or training opportunities. In total, approximately 66,000 children have actually been prevented or removed for 
exploitative work on-going DOL-funded ILO/IPEC projects (FY 1995-2001). 

5. The baseline is zero for the education projects, as 2002 is the first year DOL will be funding programs through the Child 


Labor Education Initiative. 


Comment Throughout the 1990s, international recognition of the child labor problem and action to address it has been increasing. 
While there is still a high incidence of child labor in many developing countries, various governmental and non- 
governmental organizations are taking steps to remove children from exploitative work. This increased commitment to the 
eradication of child labor is evident by the unanimous adoption of the ILO Convention 182 on the Worst Forms of Child 
Labor in Geneva in June 1999. 


Performance Goal 3.3B — FY 2002 Annual Performance Plan 
FY 2002: Advance workers’ protections and economic status in developing countries. 


FY 2001: Raise workers’ protection and the safety of work places in selected countries by improving core labor standards and social safety 
net programs. 


FY 2000: Raise workers’ protection and the safety of work places in selected countries by improving core labor standards and social safety 
net programs. 


FY 1999: N/A 


Results FY 2002: The goal was fully achieved. Stakeholders in approximately 41 countries and territories made commitments to 
implement new projects designed to promote and implement core labor standards or to expand already-existing ones. 
Stakeholders in approximately 49 countries and territories made commitments to implement new projects designed to 
improve economic opportunities and income security for workers or to expand already-existing ones. 


FY 2001: The goal was achieved as both performance indicators were met. 
FY 2000: The goal was substantially achieved. Three of four performance indicators were met or exceeded. 
FY 1999: N/A 


Indicator s 7 countries commit to undertake improvements in assuring compliance and implementation of core labor standards. 
s 6 project countries will commit with DOL assistance to improve economic opportunities and income security for workers. 


Data Source | ILO Reports; reports by government and nongovernmental organizations; project reports 
Baseline Current level of implementation 


Comment As the Department's early projects (those begun in FY2000) become well established, it will become possible to start 

evaluating the human and economic impact of the projects. Future goals and indicators will focus on the effects the projects 
have had on their intended beneficiaries — whether or not there has been actual improvement in the application of core labor 
standards or in economic opportunities and income security for workers — rather than focusing on how many countries 
commit to these goals. 
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Baseline data were scheduled to be collected by September 30, 2002, after which DOL would set targets for each indicator. 
FY 2003 will be the first year in which DOL will report on these impact indicators. 


Departmental Management Goals 


Outcome Goal FM: Maintain the Integrity and Stewardship of the Department's Financial Resources 


Performance Goal FM] FY 2002 Annual Performance Plan 


FY 2062: All DOL financial systems meet the standards set forth in the Federal Financial Management Improvement Act (FFMIA) and 
the Government Management Reform Act (GMRA). 


FY 2001; Same as FY 2002. 
FY 2000: All of DOL financial systems meet the standards or have prepared corrective action plans to meet the standard by FY 2000. 


FY 1999: DOL financial systems and procedures either meet the “substantial compliance” standard as prescribed in the Federal Financial 
Management Improvement Act (FFMIA) or corrective actions are scheduled to promptly correct material weaknesses identified. 


Results FY 2002; The goal was substantially achieved, 
FY 2001: The goal was achieved. 
FY 2000: The goal was substantially achieved. 
FY 1999: The goal was achieved. 


Indicator Percentage of financial systems compliant with the Acts 
Data Source | OIG audit opinion in Accountability Report 


Baseline Systems in Compliance by Fiscal Year - FY 1997: 8 of 14 (57%); FY 1998: 9 of 14 (64%); FY 1999: 17 of 22 (77%); 
FY 2000: 15 of 17 (88%); FY 2001: 17 of 17 (100%). 


Comment This goal will be combined with FM2 for FY 2003 and 2004. 


Performance Goal FM2 — FY 2002 Annual Performance Plan 


FY 2062: DOL meets all new accounting standards issued by the Federal Accounting Systems Advisory Board (FASAB) including the 
Managerial Cost Accounting Standard. 


FY 2001: Same as FY 2002. 

FY 2000: DOL meets all current FASAB standards 

FY 1999: N/A 

Results FY 2002: The goal was substantially achieved, 
FY 2001: The goal was achieved. 


FY 2000: The goal was achieved. 

FY 1999: N/A 

Indicator Percentage of accounting standards met 

Data Source | OIG audit opinion in Accountability Report 

Baseline The standard has been met in each year since FY 1997. 
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This goal will be combined with FM1 tor FY 2003 and 2004. 


Outcome Goal IT: Improve Organizational Performance 
and Communication through Effective Deployment of IT Resources 


Performance Goal IT1 — FY 2002 Annual Performance Plan 
FY 2062: improve automated access to administrative and program systems, services and information. 
FY 2000-2001: Increase integration of DOL IT systems and extend access to automated services 

FY1999: N/A 


Results EY.2002; This goal was substantially achieved with five of six indicators met. DOL: 
. Successfully implemented a common office automation suite of software DOL-wide. 


. Successfully replaced remote terminal network interfaces with integrated DOL-wide interfaces. 

. Successfully implemented 27 DOL Public Web Site topical and client-targeted web interfaces. 

. Increased the number of DOL Public Web Site users by 24.15%. 

. Did not reduce the number of page hits users traversed to obtain the information they sought by 5%. Page views per 
session decreased by 1.83%. 

6. Improved user satisfaction results from the Internet Customer Satisfaction Survey from the previous year for an average 

score of 3 or better. 


vs wn — 


FY 2001: This goal was achieved 
FY 2000: This goal was achieved. 
FY 1999: N/A 


indicator 1. Common office automation suite of software DOL-wide (ITC) 

2. The Remote Terminal Network (RTN) replaced (ITC) 

3. Implement 15 DOL Public Web Site topical and client-targeted web interfaces. (ASP) 

4. Increase the number of DOL Public Web Site users by 5%. (ASP) 

5. Reduce the number of page hits users must traverse to obtain the information they seek by 5%. (ASP) 

6. Improve the user satisfaction results from the Internet Customer Satisfaction Survey to average score of 3 or better. (ASP) 


Data Source | 1. Agency reports. 
2. Network inventory monitoring. 


3. Progress reports to the IMG. 
4. Webtrends Usage Reports. 


5. Webtrends Usage Reports. 
6. Internet Customer Satisfaction Survey Results. 


Baseline FY 2001: DOL does not have a common office automation suite of software DOL-wide. 

FY 2001: The RTN is fully operational. 

FY2000: Zero topical and client-targeted web interfaces. 

FY2000: Average monthly user sessions: 2,732,919. Average monthly page hits: 14, 366,961. 
FY 2001: Baseline to be established. 


FY 2000: Average customer satisfaction usability results: 4.05 
(Scale: 1=Exactly, 5=Not At All) 
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Performance boal Matrices 


Outcome Goal HR: Establish DOL as a Model Workplace 


Performance Goal HR1 — FY 2002 Annual Performance Plan 


FY 2002: The right people are in the right place at the right time to carry out the mission of the Department. 
A) The DOL workforce is a prepared and competent workforce. 
B) The DOL workforce is a diverse workforce. 
C)Human capital policies and plans promote a citizen-centered and results oriented government consistent with the President's 
Management Agenda. 


FY 2001; N/A 


FY 2000; N/A 


Results FY 2002; The goal was not met. Performance met or exceeded targeted levels for four of six performance indicators. One 
indicator was substantially achieved. One indicator was not met. 


A1) Ninety four percent of selecting officials indicated satisfaction with the quality of job applicants. 

A2) Baselines for key professional occupations identified in agency restructuring plans with retention problems were 
established. 

A3)Competency models were established for 10 of 27 mission critical occupations, and additional models are being 
developed for another 8 occupations. 


B1 and B2) Diversity improved throughout the Department. In professional and technical occupations, representation 
improved in about 30% of the 34 under-represented occupational-ethnic groupings, and two achieve the goal of meeting 
their representation in the civilian labor force. Representation also improved overall for women and Asian and Pacific 

Islanders, while remaining steady for blacks and Hispanics. 


C1) Out of ten program agencies rated in FY 2001, 6 (60%) showed improvement for FY 2002. Two agencies received green 
ratings, while the remaining 8 all received yellow ratings. 


FY 1999-2001: N/A 


Indicator A1)90% of managers indicate satisfaction with the quality of applicants referred for their vacancies. 

A2) Baselines for key professional occupations identified in agency restructuring plans with retention problems are 
established. 

A3)Core competencies for DOL mission critical occupations are established. 


B1) Improvement will be realized in 30% of diversity indicators for professional occupations exhibiting under-representation 
in FY 2001. 
B2) Continued improvement is realized in the extent to which diversity in the DOL workforce reflects the civilian labor force. 


C1)Improve Human Capital Standards scores for at least 20% of DOL agencies, above baseline established in FY 2001. 


Data Source | A1)Survey of selecting officials 
A2)DOL HR Information System and Agency restructuring plans 
A3) Agency strategic, workforce and recruitment plans; employee performance and development plans 


B1) DOL HR Information System and AEP reports 
B2) DOL HR Information System and/or CPDF Data aligned with Census Data to reflect overall DOL representation rates for 
the six protected groups 


C1)OMB Human Capital Standards Scorecard 


Baseline A1)To be established in FY 2002 
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A2)To be established in FY 2002 
A3) To be established in FY 2002 


B1) To be established in FY 2002 
B2) In FY 2000, 49.7% of workforce were women, 24.2% black, 6.9% Hispanic, 3.3% Asian/Pl, and 0.7% Native American, 
6.4% persons with disabilities, and 1.2% persons with targeted disabilities. 


C1)1 green 4 yellow, and 5 red ratings for agencies in FY 2001. 


The following factors may affect the ability to attain the above goal: DOL's budget; changes in recruiiment and hiring 
procedures; introduction of new recruitment flexibilities; computer access to programs and services to all DOL employees. 


The OMB Human Capital Standards referenced in C1 measure performance on a number of indicators, including overall 
human capital strategies, citizen-centered organizational structures, workforce performance, and workforce competencies. 


Performance Goal HR2 —- FY 2002 Annual Performance Plan 


FY 2062: Reduce the rate of lost production days by two percent (i.e., number of days employees spend away from work due to work 
related injuries and illnesses). 


FY 2000-2001: Same as FY 2002. 
FY 1999: N/A 


Results FY 2002: This goal was achieved. The rate of lost production days due to work related accidents and injuries decreased by 
22.7 percent. 


FY 2001: The goal was not achieved. The Department's rate of lost production days increased by 8.65 percent. 


FY 2000: The goal was not achieved. The Department's rate of lost production was reduced by 0.05 percent to 57.1 days per 
100 employees. 

FY 1999: N/A 

Percent decrease in rate of lost production days (target is 2%) 


OWC?P Table 2 Reports and personnel data from DOL’s Office of Budget. 
OWCP Charge Back System data. 


Baseline for lost production days was set for all Federal Agencies by OWCP. FY 2001 is the baseline year. DOL's FY 2001 
rate is 64.7 lost production days per 100 employees. 


Factors that influence achieving the above goal: DOL resources for the number and training of workers 
compensation coordinators; DOL agencies’ commitment to using flexibilities available to return injured employees 
to work; OWCP caseload. 


Performance Goal HR3 — FY 2002 Annual Performance Plan 


FY 28062: Reduce the overall occurrence of work related injuries and ilinesses for DOL employees by three percent, and improve the 
timeliness of filing injury/liness claims by five percent. 


FY 2000-2001: Same as FY 2002. 


FY 1999: N/A 


Results | FY 2002: This goal was achieved. DOL targeted reducing injuries and illnesses to 3.38 cases per 100 employees while filing 
62.4 percent of claims with OWCP in a timely manner. The Department met the injury/illness target with a rate of 2.98 per 
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Data Source 


Comment 


Performance boal Matrice 


100 employees, and filed 77.2 percent of claims on time, exceeding the target by 14.8 percentage points. This 
performance represents a significant turn-around for the Department in providing a safer, healthier work environment for 
employees (7 percent improvement over FY 2001) and securing medical and income replacement benefits in a timely 
manner (40 percent improvement compared to FY 2001 performance). 


FY 2001; The goal of 3.49 injuries/iliness per 100 employees was not achieved. The injury/iliness rate for DOL 
employees was 3.63 injuries/illnesses per 100 employees. The goal of 57.4% of injury/illness claims filed on time was 
also not achieved. Timeliness of filing injury/illness claim forms in FY 2001 was 55.1%. 


FY 2000; Results for this goal have changed. The Annual Report indicated that this goal (3.6 cases per 100 employees) 
had not been achieved. More current and accurate data indicate that this goal was achieved and the FY 2000 injury 
and illness rate was 3.5 cases per 100 employees, a reduction of 5.7%. DOL also significantly improved the timeliness 
of filing injury claims, improving to 57.3% from the previous baseline of 47.4%, 


FY 1999: N/A 

a) Percent decrease in total case rate of work related illnesses and injuries (target is 3%). 
b) Increase in timeliness of reporting new injuries (target is 5%). 

a) OWCP Table 2 Reports and personnel data from DOL's Office of Budget. 


b) OWCP time lag reports for federal agencies for submission of claims forms CA-1 and CA-2 within 10 working days or 
14 calendar days. 


a) Initial baseline injury and illness rate is 3.71 cases per 100 employees based on 1997 OWCP data. 
b) Initial baseline for timeliness of filing is 47.4% based on 1998 OWCP data. 


Factors that influence achieving the injury/illness rate goal: maintaining continued focus of DOL agency managers on 
actions to reduce injury rates; DOL resources for training managers, supervisors, and employees how to identify, avoid, 
and correct hazards in the workplace. Factor that influenced exceeding the timeliness goal: instituting electronic 
workers’ compensation claims filing. 


Outcome Goal PR: Improve Procurement Management 


Performance Goal PR1 — FY 2002 Annual Performance Plan 


FY 2062: Complete public-private or direct conversion competitions on not less than the five percent of the FTE listed on the 
DOL's Federal Activities Inventory Reform Act (FAIR) listings. 


FY 1999-2001: N/A 


Results 


Data Source 


EY 2002: DOL exceeded its FY 2002 goal through direct conversion of 152 FTE. 
FY 1999 - FY 2001: N/A 


Percentage of commercial FTE on the Department's 2000 FAIR inventory included in completed competitions or direct 
conversions 


DOL Federal Activities Inventory Reform (FAIR) Act Inventory. 
Completed A-76 public-private competitions. 
Completed direct conversions to contract of DOL commercial FTE 


FY 2000 FTE listings. 
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| 


Comment | DOL directly converted to contract the commercial work pertormed by the equivalent of 150 full time employees (FTE). This 
| 


exceeds DOL's FY 2002 competitive sourcing goal by 10 FTE. 


Performance Goal PR2 — FY 2002 Annual Performance Plan 


FY 2002: Award contracts over $25,000 using Performance-Based Contracting Services (PBSC) techniques for not less than 20 percent 
of total eligible service contracting dollars. 
FY 1999 - 2001: N/A 


Results FY 2002; This goal was substantially achieved, DOL used performance-based service contracting techniques for 18 percent 


ot total eligible service contracting dollars. 


FY 1999 ~ 2001: N/A 
Indicator Dollar Value of Performance-Based Service Contracts awarded out of Service Contracts over $25,000. 
Data Source — Federal Procurement Data System 


Baseline | DOL Annual Acquisition Plan @ 
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Glossary of Acronyms 


ADA 
AFL-ClO 


AIMS 


AJB 
ALMIS 


APEC 
ASP 
ATUS 
AWBA 
BAT 
BCCP 
BLS 
BtB 
CATI 
CCl 
CDC 
CE 
CFBCI 


CFR 

CFO 
CFOA 
CHOICES 


CO 
CPI 
CPI-I 
CPI-R 
CPS 
CRA 
CRC 
CY 
DCC 
DOD 
DOEd 
DO} 
DOL 
DOLAR$ 


DOT 
DRG 
DTAA 
DVOP 
EC 
ECI 
EEO 


Americans with Disabilities Act 
American Federation of Labor - 
Congress of Industrial Organizations 
Apprenticeship Information 
Management System 

America’s Job Bank 

America’s Labor Market 

Information System 

Asia Pacific Economic Cooperation 
Office of the Assistant Secretary for Policy 
American Time Use Survey 

Average Weekly Benefit Amount 
Bureau of Apprenticeship and Training 
Business Continuity and Contingency Plans 
Bureau of Labor Statistics 
Business-to-Business 
Computer-Assisted Telephone Interview 
Correct Coding Initiative 

Center for Disease Control 

Consumer Expenditure 

Center for Faith-Based and 
Community Initiatives 

Code of Federal Regulations 

Chief Financial Officer 

Chief Financial Officers Act 
Clearinghouse on Implementation 

of Child Care and Elder Care Services 
Compliance Officer 

Consumer Price Index 

Consumer Price Index — Improvement 
Consumer Price Index — Revised 
Current Population Survey 
Construction Resource Analysis 

Civil Rights Center 

Calendar Year 

Dependent Care Connection 

U.S. Department of Defense 

U.S. Department of Education 

U.S. Department of Justice 

U.S. Department of Labor 
Department of Labor Accounting 

and Related Systems 

U.S. Department of Transportation 
Diagnostic Related Group 

Division of Trade Adjustment Assistance 
Disabled Veterans’ Outreach Program 
Enterprise Community 

Employment Cost Index 

Equal Employment Opportunity 
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Equal Employment 

Opportunity Commission 

Entered Employment Rate 

Equal Opportunity 

Environmental Protection Agency 
Employee Retirement Income 

Security Act 

U.S. Employment Service 

Employment Standards Administration 
Employment and Training Administration 
Empowerment Zone 

Federal Accounting Standards 

Advisory Board 

Federal Bureau of Investigation 

Federal Deposit Insurance Corporation 
Federal Employees’ Compensation Act 
Federal Employment Retirement 
Security Act 

Federal Economics Statistics 

Advisory Committee 

Federal Financial Management 
Improvement Act 

Federal Managers’ Financial Integrity Act 
Fair Labor Standards Act 

Family Medical Leave Act 

Fiscal Year 

U.S. General Accounting Office 
Government Management Reform Act 
Government Performance and Results Act 
General Services Administration 

U.S. Department of Health and 

Human Services 

Health Insurance Portability and 
Accountability Act 

U.S. Department of Housing and 
Urban Development 

Homeless Veterans’ Reintegration Project 
Bureau of International Labor Affairs 
International Labor Organization 
Integrated Management 

Information System 

Immigration and Naturalization Service 
International Program for the 
Elimination of Child Labor 

Internal Revenue Service 

Information Technology 

Independent Verification and Validation 
Job Openings and Labor Turnover Survey 
Job Training Partnership Act 

Local Area Unemployment Statistics 
Labor Market Information 
Labor-Management Reporting and 
Disclosure Act 

Lost Production Days 
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LVER 
LWDII 
MOA 
MOU 
MSA 
MSHA 
MSPA 


NAFTA-TAA 


NAICS 


NFDL 
NGO 
NIOSH 


NLSY 
NMHPA 


NORA 
NSTWO 
OASAM 


OCFO 
OCIA 


OCIO 
OECD 


OES 
OFCCP 


OIG 
OLMS 
OMB 
OPA 
OPM 
OPR 
OSBP 
OSEC 
OSHA 


OWCP 


PBGC 
PPI 
PRM 
PWBA 
PY 
QCM 
SBA 
SDA 
SEC 


Quality Workplaces 


Local Veterans’ Employment Representative 
Lost Workday Injury and Illness 
Memorandum of Agreement 
Memorandum of Understanding 
Metropolitan Statistical Area 

Mine Safety and Health Administration 
Migrant and Seasonal Agricultural 
Worker Protection Act 

North American Free Trade Agreement — 
Transitional Adjustment Assistance 
North American Industry 

Classification System 

Non-Fatal Days Lost 
Non-Governmental Organization 
National Institute for Occupational 
Safety and Health 

National Longitudinal Survey of Youth 
Newborns' and Mothers' Health 
Protection Act 

National Occupational Research Agenda 
National School-to-Work Office 

Office of the Assistant Secretary for 
Administration and Management 
Office of the Chief Financial Officer 
Office of Congressional and 
Intergovernmental Relations 

Office of the Chief Information Officer 
Organization for Economic 
Cooperation and Development 
Occupational Employment Statistics 
Office of Federal Contract 

Compliance Programs 

Office of the Inspector General 

Office of Labor-Management Standards 
Office of Management and Budget 
Office of Public Affairs 

Office of Personnel Management 
Office of Policy and Research 

Office of Small Business Programs 
Office of the Secretary 

Occupational Safety and 

Health Administration 

Office of Workers’ 

Compensation Programs 

Pension Benefit Guaranty Corporation 
Producer Price Index 

Periodic Roll Management 

Pension and Welfare Benefits Administration 
Program Year 

Quality Case Management 

Small Business Administration 

Service Delivery Area 

Securities and Exchange Commission 
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SESA 
SIC 
SIMPOC 


SOll 


SOL 
SPIR 
SQSP 
SSA 
STAWRS 
STW 
TAA 
TANF 
TAP 
TAPR 
Ul 
USAID 
USDA 
USPS 
UTF 
VA 
VETS 
vPP 
WARN 


WB 
WDPM 


WHISARD 


WIA 
WPRS 


wtw 
YO 


State Employment Security Agency 
Standard Industrial Classification 
Statistical Information and 

Monitoring Program 

Survey of Occupational 

Injuries and Illnesses 

Office of the Solicitor 

Standard Program Information Report 
State Quality Service Plan 

Social Security Administration 

Simplified Tax and Wage Reporting System 
School-to-Work 

Trade Adjustment Assistance 

Temporary Assistance for Needy Families 
Transition Assistance Program 

Trade Adjustment Participant Report 
Unemployment Insurance 

U.S. Agency for International Development 
U.S. Department of Agriculture 

U.S. Postal Service 

Unemployment Trust Fund 

U.S. Department of Veterans Affairs 
Veterans’ Employment and Training Service 
Voluntary Protection Program 

Workers Adjustment Retraining 
Notification Act 

Women’s Bureau 

Workforce Development 

Performance Measures 

Wage Hour Investigator 

Support and Reporting Database 
Workforce Investment Act 

Worker Profiling and 

Reemployment Services 

Welfare-to-Work 

Youth Opportunity Grants 


Department of Labor Internet Links 
The DOL home page is ww.dol.gov. Some of the most 
interesting and frequently used sites are listed below: 


Employment Information 


(For Workers and Employers) 
America’s Career InfoNet 
http://www.acinet.org/acinet/ 

America’s Job Bank 

http://www.ajb.dni.us/ 

Occupational Outlook Handbook 
http://www.bis.gov/oco/ 

Job Corps 

http://jobcorps.doleta.gov/ 

Join the Team that Keeps America Working 
http://www.dol.gov/oasam/doljobs/main.htm 
Protect Your Pension —Quick Reference Guide 


http://www.dol.gov/ebsa/pubs/protect/guidetoc.htm 


Workplace Laws and Related Information 
elaws Advisors (Employment Laws Assistance for 
Workers and Small businesses Advisors) 
http://www.dol.gov/elaws/ 

State Labor Offices and State Laws 
http://www.dol.gov/esa/programs/whd/state/state.htm 
The Minimum Wage 
http://www.dol.gov/esa/whd/flsa/#min 

The Fair Labor Standards Act 
http://www.dol.gov/esa/regs/statutes/whd/allfair.htm 
Information about the Family & Medical Leave Act 
http://www.dol.gov/esa/whd/fmla/ 

Small Business Compliance Assistance 
http://www.dol.gov/osbp/sbrefa/ 

Employment Law Guide 


http://www.dol.gov/asp/programs/handbook/main.htm 


Statistical Information 

Consumer Price Indexes 
http://stats.bIs.gov/cpi/home.htm 

Bureau of Labor Statistics Most Requested Data 
http://stats.bls.gov/data/home.htm 

Employment Projections Employment Projections 
Labor Force Population Survey 
http://www.bls.gov/cps/home.htm 

Workplace Injury, Illness & Fatality Statistics 
http://www.osha.gov/oshstats/work.html 


Safety and Health Information 

OSHA's Partnership Page 
http://www.osha-sic.gov/fso/vpp/partnership/index.html 
The Workers’ Page 
http://www.osha.gov/as/opa/worker/index.html 

OSHA Regulations and Compliance Links 
http://www.osha.gov/comp-links.html 

OSHA Standard Industrial Classification Search 
http://www.osha.gov/oshstats/sicser.html 

OSHA Reading Room 
http://www.osha.gov/readingroom.html 

MSHA’s Accident Prevention Program 
http://www.msha.gov/Accident_Prevention/appmain.htm 
Health Hazard Information 
http://www.msha.gov/hhicm.htm 

To report a safety or health hazard to MSHA 


http://www.msha.gov/codeaphone/codeaphone.htm 


Labor Department History 

History at the Dept of Labor 
http://www.dol.gov/asp/programs/history/main.htm 

Annals of the Dept of Labor 
http://www.dol.gov/asp/programs/history/webannalspage.htm 
Mining History, Museums and Disasters 
http://www.msha.gov/history.htm 


Labor Agencies 

Bureau of Labor Statistics 

http://www.bls.gov/ 

Employment Standards Administration 
http://www.dol.gov/esa/ 

Employment and Training Administration 
http://www.doleta.gov 

Mine Safety and Health Administration 
http://www.msha.gov 

Occupational Safety and Health Administration 
http://www.osha.gov/index.html 

Pension Welfare Benefits Administration 
http://www.dol.gov/ebsa/ 

Women’s Bureau - A Voice for Working Women 
http://www.dol.gov/wb/ 

Veterans’ and Employment Training Service 
http://www.dol.gov/vets/ 
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VaNolottareyonVm@veyelvacwme) a cave 


are available by writing to 


U.S Department ot Labor 
Annual Report Team 
Room $S-4214 

VAOl OM Grolalielcelrelala\ amb aa’ 
Washington DC 20210 


or by phongp, fax, or email at 
202-693-6829 
202-693-6964 FAX 


wolkow-mark@dol. gov 


For the second consecutive year, the Association of 


Government Accountants (AGA) awarded the Department 
with its Certificate of Excellence in Accountability Reporting, 


recognizing the complete presentation of Labor's 
programmatic and financial affairs. 


Thg@ Department welcomes all comments and suggestions 


on both the content and presentation of this report. 
Please forward them to the address above. 


You may also view this document at: 
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